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the necessary gestures. But our real recipe is the time-honoured 
one of muddling through.” Can anyone say, in his heart, that 
this is a caricature ? 

But the prewar world—in economic matters, if in no others 
—has gone with the wind. It is not so much that it would be 
difficult for Britain to get back to 1938—though that would be 
a difficult enough task—as that the world of 1938 no longer 
exists to get back to. The inter-war years were in many 
respects a time of frustration for the British people. But though 
they did not realise it at the time, they were enjoying peculiar 
and uncovenanted economic advantages. Indeed, their good 
fortune at that time is a large part of their misfortune now, since 
it bred in them a belief that life is far easier than it really is. 
The nineteenth century had firmly believed in the doctrine that 
production was everything, and that the standard of living of a 
people—as of a person—depended on what it—or he—could 
produce. But, by the peculiar paradox that always happens in 
wartime, the destruction and dislocation of the years 1914-18 
gave birth, not to a desire to work harder to make up for lost 
time, but to the doctrines of the welfare state, to the belief 
that there was some magic of economics by which everybody 
could make a smaller productive effort and sull consume more. 
This illusion should have been shattered at once by 
events. But the peculiar misfortune of Britain was that, 
for two decades, the miracle worked—largely owing to the 
quite fortuitous circumstance that the primary producers of the 
world were passing through a severe crisis which led to them 
offering their products cheaply in exchange for manufactures. As 
a result the British people were confirmed in habits of economic 
improvidence. They failed to notice the signs of the times, or 
to take alarm from the fact that they were steadily exporting 
less and importing more. Now the effects of these long-con- 
tinued trends are painfully apparent. It is true that—as has 
often been argued in these columns—some relief from the 
present excessively unfavourable terms of trade can be expected. 
But it would be too much to expect a second miracle. We 
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cannot hope this time to be relieved of the necessity for faci 
the consequences of our changed position in the world. 
it is not merely the adjustments of the second world war | 

will have to be made im the next few years but in all probability 
the delayed adjustments of the first as well, These cruel pres. 
sures have not yet been fully felt, thanks almost entirely to the 
continuance of American assistance... But they are on their 

and the time is short. Yet British industry—both sides of ite 

is apparently sunk so deep in its twilight sleep of complacency 
that not even this peril can arouse it. F 

oe 


The only means of escape is a rapid increase in productivity, 
This has become a cliché. And yet it is still radically under- 
stood. For what is so urgently needed is not that the British 
economy should produce more—it is already doing well jn 
sheer volume—but that it should produce more efficiently— 
which means at lower real cost in man-hours and material, The 
effort that is needed is not so much one of physical enduranee, 
on Dunkirk lines, but one of the mind and the imagination, to 
accept new and different ways of doing things. And what was 
so discouraging about last week’s debate was the small evidence 
it provided of any willingness to make this effort. n 

It 1s really absurd to say that Britain has nothing to lear 
from America about productive efficiency. All the hoary old 
fallacies were trotted out—that British industry has always been 
based on quality (as if American industry were incapable of fine 
production), that America has an advantage only where its large 
market permits mass production (although the British market is 
large enough to reap virtually all the technical advantages of 
mass production in virtually all lines of manufacture). No doubt 
British industry can show some examples of productive effi- 
ciency as good as any that are to be found in America. But that 
the average standard of productivity in the United States is 
considerably higher than in this country is really beyond dispute. 
How else do the Americans maintain their undeniably higher 
material standard of living ? : 

Not all of the methods that have given American industry 
its astonishing productivity could be exported to Britain. But 
enough of them to make quite a difference could be adopted 
here—if both sides of British industry were willing to accept 
them. There is the difficulty, for, as Mr Mikardo said ina 
speech that was an astonishing mixture of common-sense and 
prejudice, that 

the real secret of extra productivity in the United States ® 
not that they know more than we do, but that they more freely 
apply what they do know. 
But even so, direct American counsel could be of the greatest 
benefit. Shortly before the war an American manufacturing 
company which had developed with great success a well-known 
line of consumer goods, entered into an arrangement for the 
manufacture of its products by a British firm. Let the Americaa 
manufacturer describe the results. 4 


i 
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As the business has developed, it has resulted in an intimate, 
grass-roots, bench-level exchange of experience between tht 
British factory and our factories in the United States, and 
between the British selling organisation and our selling organise 
tion in the United States. As a result of it, the British economy 
now possesses considerably more fof the particular 
concerned]* for an equivalent amount of labour as it w 
have possessed if the arrangement had not been in existence. 
In other words, where 1oo workers in a British factory weit 
producing say, 400 units per day, these same workers are now 
producing considerably more per day. This additional produce 
tion is an actual addition to the economic wealth existing withit 
the British economy. . . . ie 

{In a planned economy] elaborate plans for increased 
production are made at the top level, . The trouble # 
that very littkh happens at the bench level. bverra 
recognises the need for increased production; everyo0dy 
realises that the standard of living can be raised only 
increasing the productivity of labour. The whole thing ai 
be spelled out beautifully in words, but the fatal weakness 
that the men and women sitting at the machines do not find 
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out how to produce a greater volume of goods or learn to 
appreciate the reasons why they should, which is possibly even 
more important. Under our company’s system, “ increased 
preduction ” actually begins not as a directive, but at the 
machine itself. When we get finished with the British worker 
he is producing more than he formerly produced, and what is 
more, he understands the reasons for time and motion studies, 
hourly production standards, wage differentials, group incentive 
bonuses, and the entire complex of what is known as industrial 
relations. And he is working shorter hours and making more 
money. 

The people at the bench level in the United States do not 
come into actual contact with the people at the bench level in 
the British factory, but the actual factory superintendents do 
come into actual contact. They meet each other, work together 
in the factories, and get to know each other ; eventually they 
actually arrive at an understanding of each other’s problems. 
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The important thing is that this result is accomplished by 
bringing the two sets of factory superintendents into actual 
physical contact at the bench level. It is not something that 
they read about in words on a printed page, 
It is a fair criticism of Sir Stafford Cripps’s proposal that his 
Council will be separated by several layers of officialdom from 
the “bench level.” But it is a far stronger criticism of his 
opponents that they blindly will not see how much could be 
learned from America if only British industry and labour would 
make up their minds to learn. The truest words in last week’s 
debate fell from Mr Stanley Evans. 
The fact of the matter is that we shall either make intelligence 
our headmaster or return to the school of experience for a 
refresher course. Either we shall learn through intelligence or 
we shall learn once more through our stomachs. 


Kashmir and Hyderabad ° 


OT quite a year has passed since the final renunciation of 
the British Raj in India. On August rsth the 
first anniversary of Independence Day is due to be celebrated 
by both the inheriting Dominions, but it is to be feared that 
not much will be left of the mutual goodwill which was then 
manifest after Congress and the Moslem League had reached 
agreement on partition. It has now been openly admitted that 
regular troops of Pakistan have been operating in Kashmir 
against the Indian forces sent there after the Maharaja’s formal 
accession to India, and this means that war is actually being 
waged between the armies of India and Pakistan, though it is so 
far undeclared and confined to the territory of Kashmir. The 
situation is a serious one and, if a settlement of the conflict is 
not soon reached, it can produce a conflagration far more 
extensive than the struggle in Palestine. Britain’s concern with 
it is not merely the alarm which is naturally felt at a breach of 
the peace anywhere or even regret at the unhappy turn of events 
in a region of. the world for which Britain so recently bore 
responsibility ; it arises also from the fact that both India and 
Pakistan are within the Commonwealth and that this is the 
first case of warfare between two Dominions, 

While the gravity of the situation ought to be fully recognised 
—and with attention inevitably focused on Europe during 
the last few weeks it has not been sufficiently appreciated—it 
must not be allowed to obscure the solid achievement of the 
months since last August in making an orderly transformation 
of the former structure of British rule. There is still no good 
reason for doubting the fundamental wisdom of last year’s 
British decision both to transfer power immediately and also 
to permit partition, Any attempt to hand over India en bloc to 
Hindu Raj would most certainly have involved more bloodshed 
and confusion than has: actually taken place, and a policy of 
trying to prolong British rule—or merely drifting from fear of 
grasping the nettke—would have committed this country to 
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burdens and liabilities which it could no longer have borne, but 
from which it would have soon been too late to withdraw with- 
out great humiliation and loss. History may well regard the 
manner and timing of the British departure from India as the 
outstanding achievement of Mr Attlee’s administration. If the 
sequel has included much violence and conflict, this has been 
the result of underlying tensions bound to break out 
in some acute form with the passing of the power which 
had for so long imposed unity over the vast area between the 
Himalayas and the Indian Ocean. 

’ The purpose of partition was to enable the Hindu and Moslem 
communities—or nations, as the Moslem League leaders insist 
that they are—to separate by agreement and have their own 
sovereign states in the territories in which each respectively was 
in a majority of the population. Partition was the alternative 
to a “united” India with the virtual certainty of Moslem 
rebellion and unlimited civil war. It enormously reduced the 
risk of a general breakdown of all constituted authority and 
administration such as threatened otherwise to occur. But it 
left two serious potential causes of trouble. One was the exist- 
ence of minorities of each community in the territory of the 
other’s state, the Moslem minority in India, widely scattered 
over the whole country, being much more numerous than the 
Hindu-Sikh minority in Pakistan. The second was the questiou 
of the Indian States, in the two largest of which the ruling 
prince belonged to the opposite community to the majority of his 
subjects. 

The minority problem became acute in the Punjab «imme- 
diately after the announcement of partition and led to 
massacres and expulsions which emptied each half of the 
divided province of members of the weaker community, This 
violent and lawless exchange of populations did not close the 
account even in the Punjab, for it has left a legacy of. intense 
bitterness among the refugees on both sides in addition to 
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creating extremely difficult problems of resettlement. But 
India and Pakistan refrained from any direct military action on 
behalf of their co-religionists ; they prevented a general spread 
of the rioting outside the Punjab, apart from sporadic outbreaks ; 
and they completed an agreed demarcation of frontiers in spite 
of the strain on their mutual relations, Had it been only a 
question of the minorities, it seems that India and Pakistan 
would have settled down to an effective, if uneasy, partnership 
in pursuit of their substantial common interests, and that they 
would have shown almost as much solidarity in relation to the 
outside world as if the political unity of the sub-continent had 
been preserved. It is the crises over Kashmir and Hyderabad 
which have proved so far too intractable for any such reconcilia- 
tion. Both cases are similar in that they are basically Hindu- 
Moslem communal! conflicts, though it is only in Kashmir that 
India and Pakistan officially confront each other. 

Ir must be emphasised that neither in Kashmir nor in 
Hyderabad is the issue primarily one between princely auto- 
cracy and democratic rights. By last year’s settlement it was 
legally possible for any of the princes to c!aim full independ- 
ence and refuse accession to either India or Pakistan ; this right 
was implicit in the principle that the former paramounicy of 
the British Raj over the princely states could not be transferred 
to the new Dominions and that accession of the States could 
only be voluntary. But in fact, wherever the prince and his 
people have been of the same religious faith, there has been 
little, if amy, resistance to accession or to sweeping reforms 
which have divested the princes of their governing powers in 
favour partly of the central government and partly of elective 
parliaments within the States. Most of the States, moreover, 
have now been either merged together to form wider units for 
administrative purposes or imcorporated in neighbouring pro- 
vinces. The urge of the peoples of the States for constitutional 
government and their growing sense of Indian (or Pakistan) 
rationalism have been decisive factors in these rapid changes ; 
from the side of the Indian and Pakistan Governments the way 
has been made easy for the princes by offers of terms which 
assure them retention of their titles, ceremonial dignities and 
substantial incomes. Most of them have long been accustomed 
to leave the actual tasks of government to Ministers and to look 
to the paramount power both for protection and for guidance, 
so that they have had litle inclination to fight against a settle- 
ment which relieves them of the anxieties aroused by the 
prospect of revolutionary change. 

* 


Buf in Kashmir and Hyderabad—which happen to be the 
two largest States—the relative status of the Hindu and Moslem 
communities is at stake, and the question of accession has been 
necessarily considered by the rulers from this point of view. 
Kashmir has a Moslem majority and a Hindu prince, Hyderabad 
2 Hindu majority and a Moslem prince. In both realms the 
important offices of state have traditionally been held by 
adherents of the ruler’s own religion, and the growth of political 
democracy in either case would have the effect of ending this 
system of privilege. If such a change were introduced gradu- 
ally, adjustment could take place without violence or proscrip- 
tion, but if it comes abruptly, it can hardly fail to produce— 
given the circumstances of Indian life and sentiment—a 
sanguinary upheaval threatening the dominant community with 
the loss of much more than its privileges. Hence the rulers of 
Kashmir and Hyderabad were at the outset unwilling te give 
up the independence of their States in any way which would 
admit intervention of a federal authority in their internal affairs. 
The Nizam of Hyderabad has maintained.this. position up to 
now, but the Maharaja of Kashmir, confronted with a Moslem 
revolt which was being supported from Pakistan, declared~his 
accession to India and was given the’ protection: of Indian 
regular troops. 

India, by appealing to Uno against Pakistan’ for its alleged 
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aggression against Kashmir, brought the Kashmir question inty 
the forum of world politics, and a Uno Commission is now 
trying to deal with the matter, though there has so far Bee, 
no cessation of the fighting. The case of Hyderabad has ng 
yet been brought before Uno, but the blockade applied by Indy 
has received considerable publicity and has inevitably provoked 
comparison with the Russian use of blockade as an instrumen 
of policy in Berlin. In spite of the strong position which Tidy 
originally had in protesting against Pakistan’s collusion im the 
Pathan invasion of Kashmir, the two cases together havé noy 
placed India in a very unfavourable light before world opinion, 
Perfect consistency is seldom to be found in folitics, but if 5x 
seldom that a nation which claims to base its actions on mg 
grounds tries to justify its aggrandisement with such diametgic. 
ally opposite arguments. India wants both Kashmir en 
Hyderabad, but the principle of princely right which gave legal 
sanction for Indian action in Kashmir condemns Indian policy 
towards Hyderabad, while the arguments from geography ang 
communal majority which India invokes in Hyderabad - 
against the Indian case in Kashmir. 7 
The reasonable settlement has been from the beginning tha 
Kashmir should accede to Pakistan and that Hyderabad should 
accede to India, but that in each case, in view of the explosive 
ness of the communal situation, the internal transition should 
by consent be made gradually. Unfortunately neither Pakistan 
nor India has had the patience for the diplomacy which could 
have brought about such a result without force or threat of 


force. Pakistan, by backing the Azad revolt in Kashmir, hoped | 


to snatch the State quickly and utterly sweep away the Hindu 
ascendancy ; India, by demanding immediate Hindu pre 
dominance in the government of Hyderabad, has tried w 
enforce there a similar abrupt reversal of the established order. 
Even now it is not too late for a settlement to be mak 
between Delhi and Karachi which would clear up once and for 
all the problems left by the lapse of paramountcy. What is now 
chiefly needed is a more reasonable frame of mind in Delhi, for 
though Pakistan was chiefly to blame in the first stage ofthe 
Kashmir crisis, the intransigence is now more on the India 
side. After all that has happened in Kashmir, the best solution 
is probably to be found in a partition of the State witha 
directed population exchange ; since India as we'l as Pakistan 
has a common frontier wih Kashmir, this is geographically 
feasible. If India, for reasons of prestige, refuses any settlement 
along these lines, the danger of general hostilities between Indu 
and Pakistan will continue to grow, and with the Hyderabad 
issue unresolved, southern India would also be involved in th 
fighting and attendant communal disorders. Such a war would 
mean the dissolution of the massive structure which was handel 
over to the successors of the British Raj, a volume of huma 
suffering beyond all computation, an unparalleled opportunily 
for the malignant infiltrations of international Communism aid 
a major threat to world peace. The British Government’ 
anxious to avoid any appearance of intervention in these affaits 
which might expose it to the charge of trying to restore the 
imperial power which it has renounced, and Mr Attlee rebuked 
Mr Churchill for talking in the House of Commons as thoug 
this country were still pledged to maintain or defend 0 
independence of any Indian State. But whatever influent 
Britain, or British public opinion or the Commonwealth a4 
whole, still retains in India and Pakistan should be ws 
strenuously for the restoration of peace between the tw 
Dominions and for a settlement based on moderation 
common sense. In this cause the friends of India would bt 
indeed carrying on the work of Gandhi, who nacre 
life for the reconciliation which is now threatened by open ¥ 
Failure to avert the armed struggle would mean that Gandhi! 
assassin had triumphed. But the devotion of India’s 
to his memory and to the ideals for which he stood givé 
grounds for hepe that reason and goodwill may yet prevail 
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Tito’s Defiance 


IX weeks have passed since the Cominform denounced the 
Jugoslav Communist leaders. Yet these heretics of 
Marxism are still firmly entrenched and quite unrepentant. The 
recent Congress of the Jugoslav Communist Party, held last 
month after an interval of twenty years, expressed complete 
confidence in Tito, and elected as secretaries of the party and 
members of its Politburo the very men whom the Cominform 
had singled out for attack. All the delegates must have under- 
stood that the Russian Communist Party, led by Zhdanov and 
Malenkov, and master alike of the Cominform and of the Soviet 
Union, was at the head of their East European critics. But 
this knowledge did not deter speakers from hurling back bitter 
taunts at the accusers—sparing only the names of the Sovict 
leaders—nor the delegates from “ prolonged, stormy applause,” 
amounting at one point to a “long, unanimous chant of ‘ Hero 
Tito.’ ” Tito’s defiance seems likely to continue. 
+ The majority of the delegates in Belgrade were party members 
before 1941, that is to say they were those with the firmest grasp 
of “ Marxist-Leninist ideology,” and therefore most susceptible 
to an appeal from the Communist Pope and Cardinals in 
Moscow. If they remain loyal to Tito, it is unlikely that the 
wartime and postwar recruits to the party, who were mainly 
attracted by Tito’s personality and by the Communists’ war 
record, will desert the “ People’s hero.” Moreover, the army 
and police are thoroughly reliable. The generals are Tito’s 
men, and “ OZNA” (the secret political police) is controlled 
by Rankovic, one of the three colleagues of Tito whom the 
Cominform denounced by name. As for the mass of the Jugo- 
slav people outside the Communist Party, they may hate Tito 
and the OZNA, but they will not prefer Stalin and his secret 
police—the MVD. 

There are, of course, precedents for such party quarrels. In 
the years between the World Wars, the Comintern from 
time to time denounced the leadership of foreign Communist 
parties. One of the most recent instances was the excommunica- 
tion of the entire leadership of the Polish Communist Party in 
1937—a step made easier by the fact that all the chief figures 
were in exile in Russia at the time. Invariably, sometimes, 
after a brief interval, the parties have prostrated themselves 
and discarded their leaders. But all those parties were in opposi- 
tion in their own countries, with little hope of gaining power, 
and depended on material support from Moscow for the “ sinews 
of the class war.” Tito’s party is in absolute control of the 
machinery of a comparatively strong, modern State—its army, 
police, factories, food supplies and labour force. The Marshal 
cannot be so easily brought to heel as a Brandler, a Thalmann or 
a Pollitt. ; 
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Tito’s career presents an interesting contrast. For twenty 
years he was a reliable Comintern agent in various parts of 
Europe. In 1937, he returned to Jugoslavia as the Comintern’s 
emissary to reorganise the Jugoslav party, and especially to clear 
it of Trotskyites and other “ sectarians.” Four years later 
Hitler’s invasion cast him for a quite different role—leader of 
a people’s resistance movement against foreign conquerors and 
their local quislings. In the first role, he had shown himself 
quite competent, in the second, he showed courage and the 
gift of leadership, including a personal magnetism that attracted 
to him thousands indifferent or hostile to Communism. When 
the war of liberation was over, Moscow required him to revert 
to the functions of a patient Comintern stooge. But people’s 

is a more attractive part to play, and one in which he was 
by pressure both from the military pride of a large part 


of the Jugoslav people and from the party organisers who wished 
to exploit this pride to popularise their policy. 

The speeches made at last month’s Congress paid little atten- 
tion to the Cominform’s charges on economic and social policy, 
which were simply dismissed as ridiculous. Their emphasis 
was on the organisation of the party in the State and on the 
charge of “nationalism.” Rankovic, the police chief, gave a 
mass of information, proving that four-fifths of Parliament 
were party members, and that the People’s Front and the 
People’s Committees—regional government authorities—wete 
dominated by Communists. (This detailed statement has 
special point for Western fellow-travellers, who have long sought 
to show that the People’s Front is a broad coalition, and for 
Western correspondents who have been called Fascist beasts for 
pointing out the fact of Communist control.) Great pride was 
shown in Jugoslavia’s war effort, from which the Soviets derived 
more help than they gave in return. Moreover, since the war, 
Jugoslavia has given generous economic help to Albania, has 
renounced {£25 million of reparations due from Bulgaria, has 
supplied grain to Rumania and Czechoslovakia in their years of 
crop failure, and has sent supplies to General Markos (here again 
the fellow-travellers are disproved from an unimpeachable 
source). “Is all this narrow nationalism ? ” the indignant Jugo- 
slay Communists demanded. 

* 


Now that the Jugoslav Communists have dispersed, how do 
the results of the quarrel look to Moscow ? Albania has been 
isolated. This small country, dominating the eastern side of 
the Adriatic at its narrowest point, which the Jugoslavs were 
busy linking with the Balkan Peninsula—and so with Russia— 
by the construction of its first railway, now has not a single 
friendly neighbour, and will be hard put to it to carry on any 
trade at all, let alone supply Markos now that he has quarrelled 
with Belgrade. Bulgaria is now openly hostile to Jugoslavia, 
and has formally repudiated a secret clause in last year’s alliance 
which had provided for an exchange of “ Pirin Macedonia” for 
some frontier districts in eastern Serbia. The revival of the 
quarrel between Slavs for Macedonia will be an obstacle not 


only to plans for a future Balkan Federation, but also to common | 


action against Greece... The Jugoslav Congress recognised this 
by a resolution which, in effect, repudiated any intention of 
closer relations with Bulgaria and Albania. 

So much for the Balkans. The central European Com- 
munist parties are variously affected by Tito’s defiance. The 
Rumanian Communists have so little following in their country 
that they may have cynically resigned themselves to acting as 
foreign puppets. The Hungarian Communists, who have always 
been stronger as peacetime theorists than as wartime resisters 
of popular tribunes, may welcome the chance of gaining prestige 
in the eyes of Moscow at the expense of a neighbouring country 
which was on the right side during the war. The Czech 
Communists fear any success by Hungary and regret any 
rebuff to Jugoslavia, their . country’s traditional friend. 
Moreover, the belief that Tito is standing up to Moscow 
has encouraged Czech anti-Communists to raise their heads. 
Finally, the Polish Communists, who have had the hardest task 
of all owing to the age-long Polish hatred of Russia, must be 
dismayed at the proof given to the whole world that subservience 
to Moscow is the first of the duties of every Communist. 

It. is still difficult to see what imperative reason can have 
driven the Soviet leaders into an action which must cause them 
such great embarrassment. The best answer still seems to be 
that it was a combination of overweening personal arrogance and 
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papal abhorrence of heresy. What action will Moscow now 
take ? Retreat is impossible without a costly purge of nine 
“ mistaken ” parties, including the Soviet. For Tito, retreat is 
equally difficult. He will not provoke Moscow, for he is well 
aware of the danger of relying on the non-Communist and even 
the anti-Communist sections of his own people. But equally, 
he cannot afford to lose face ‘by admitting himself wrong 
after such a resounding public exhibition of confidence has 
been given him by his people. 
presents such difficulties, will Moscow impose economic 
sanctions ? Dependence on foreign oil supplies is a weak 
spot in Tito’s plans. But economic pressure from the east 
will only drive him into closer relations with the west—first with 
harmless “ bourgeois ” like the Swedes and Swiss, but in the end 
with the “ imperialist powers ” themselves. 

While Moscow’s policy remains uncertain, what use can the 
western powers make of the conflict ? First, the isolation of 
Albania should be exploited. Now is surely the time to exert 
the strongest pressure to put an end,to Albania’s continuing 
military support for Markos, and to demand the com- 
pensation due for the destruction of British ships by Albanian 
mines. Secondly, if Tito requires western economic help to 
survive against an eastern boycott, the western governments 
should consider what they can do. Tito’s frequent statements 
that no “ strings” will be accepted can be taken for the bluff 
that they are. No help should be given without concrete returns. 
Tito’s career shows clearly that it is a mistake to count on future 
goodwill for services rendered. Finally, if there were to be 
signs of Soviet military preparations, the western governments 
should consider what they can and should do, and in particular 
whether they can afford to let Russian troops occupy Greece’s 
northern frontier from the Adriatic to the Maritsa. The strategy 
that brought American aid to Greece and kept British troops 
there cannot ignore the Jugoslav situation. 

But the western governments have a more general task of 
the highest priority—propaganda ; better called, in view of 
Moscow’s implacable hostility to the west, political warfare. 
Its aim should be to widen every crack in the eastern monolith. 
The Moscow-trained satraps may be impervious, but thousands 
of influential bureaucrats, army officers and even Communist 
Party officials can be affected. To these men, propaganda from 
London should expose the nature of Soviet exploitation of their 
countries and of all eastern Europe. It was refreshing to see 


Since political action: 
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that at the Danube Conference this week Sir Charles Peake 
fired back at Mr Vyshinsky the epithet “ imperialist” now used 
with such monotonous regularity by Soviet spokesmen in rel.” 
tion to the western powers. Sir Charles rightly pointed out that 
the Soviets have obtained for themselves an effective mono 

of Danube transport in three riparian states. But western Pr 
paganda should go further than this. It should point out 
Soviet policy in eastern Europe and Germany is a sei 
combination of economic, political and national impe 

based on Soviet-controlled “ joint companies,” unequal 
mercial treaties, recruitment of spies by Soviet “ tec 
advisers” in each country, and the flooding of pobnal aad, 
cinemas with Soviet books and films, to the profit of the Soviet. 
publishing and cinema trusts. It should lay special stress on the. 
inculcation of school-children with ready-made Soviet ideas, 
whose ultimate aim is nothing less than the complete absorptiog 
of every national culture by an amorphous, colourless ii 
Moloch. 

It should lose no opportunity to point out tha: the western. 
powers do not object to the principle of social revolution ig. 
eastern Europe, still less to the aim of social justice for the 
peasants and workers ; that they object only to the conversion, 
of eastern Europe into a Soviet fortified base for attack on the” 
west. Finally, since the point on which more than any other 
eastern Europeans are vulnerable is the fear of a German 
revival, propaganda should constantly remind them how ig 
Prussia, with the eager help of Feldmarschall von Paulus _ 
and Comrades Pieck, Ulbricht and Co. a new Grogs- 
deutschland is being prepared, how the supreme aim of. 
Soviet policy in Europe is to reunite one Volk in one Reich 
under one Fiihrer—the “genial teacher of all progressive 
humanity,” Generalissimo Stalin. 

These are only some of the themes that could, with great. 
effect, be pressed home to the peoples of eastern Europe every 
day in their own languages. It is time that appeasement on the 
air, and Mr Bevin’s rulings on the subject, came to an end. The_ 
radio station of Moscow and its satellites have not spared this 
country since 1945. Their audiences are far more vulnerable to” 
such attack than ours. This isa matter of the highest impor- 
tance, which should be thoroughly considered by the Foreign 
Office, the Defence departments and all other bodies concerned, 
For Tito’s defiance has offered the first real opening for 
counter-attack in eastern Europe. 4 


The Deplorable Generation 


(By a Correspondent) 


“ Be ashamed of yourself,” said the frog. “ When I was a tad- 
pole, 1 had no tail.” 

“ Just what I thought,’ said the tadpole. “ You never were a 
tadpole.” 


IMES have changed since Robert Louis Stevenson summed 

up, in his admirable fable, the pattern of recrimimation 
between the mature and the young ; but it still remains appo- 
site. Nowadays, indeed, the frog is apt to be humbler ; he is 
quite as likely to condole with the tadpole as to blame him— 
diagnosing, perhaps, like Field-Marshal Lord Montgomery, a 
“ disease of uncertainty”—and he may even occasionally be 
found lamenting the loss of his own tail, preaching the ideal of 
an enduring and transcendant tadpolehood, or beseeching the 
tadpoles of his day to develop, since develop they c- and must, 
into something quite different from himself. All these themes, 
with an accompanying lament for the decline of religious teach- 
ing and of family responsibility, are stated and orchestrated with 
especial vigour at this time of year, the season of speech days 





and of scholastic stocktaking. There has never, except perhaps 
for a brief period during the ’twenties, been so much tacit sup-” 
port for the proposition that every man over forty is a scoun- 

drel ; on the other hand there has probably never been a time 

when such fervent echoes were sounded (by probation officers, . 
magistrates, authority in general and an outraged public) to the - 
opening complaint of the Shepherd in the Winter’s Tale: 

I would that there were no age between ten and three-and-. 
twenty, or that youth would sleep out the rest; for there is. 
nothing in the between but getting wenches with child, 
wronging the ancientry, stealing, fighting. . 

This is not really very surprising. The mature naturally have” 
a bad conscience about the state of the world, for which the” 
rising generation cannot possibly be held responsible. That — 


inward uneasiness only needs the admixture of a little natural’ 


sentimentality to give rise to the repulsive phenomenon of 


youth-worship. At the same time the ethical deterioration of 
postwar society naturally affects the young more than theit 
elders, since the abnormal, the uncertain, the temporary and” 


BOoOE-ESSEe Fs 


— 
we 


aE 








en ee ee 


Pfeg es 


me 5 Bete 


_BBrs 


* 


tae 


3 


ReGekss | 


FES 


THE ECONOMIS fT, August +7, 1948 


makeshift life of wartime and postwar reshuffle has filled the 
greater part of their brief experience. 

The specific problem of youth is today what it has always 
been: that of adaptation to a°‘complex social order by acreature 
which is itself changing so fast that it can barely keep track of 
its own disconcerting interior developments ; only today the 
social order is even more complicated than it used to be, and 
the interior developments have taken place in an atmosphere of 
uncertainty and upheaval. -Apart from that central problem— 
which one may fairly claim to be far better handled nowadays 
than in Robert Louis Stevenson’s time—young people are 
simply people who are young. If they suffer, in addition to the 
normal disorientation of tadpolehood, from a “ disease of 
uncertainty,” so do their elders ; if they are disinclined to do a 
fair day’s work and are short on discipline, so, regrettably, are 
most people ; if they are capable, nevertheless, of responding 
magnificently to leadership, so is the nation at large. But the 
frog is always tempted mentally to segregate the tadpoles and, 
justly enough imputing to them the characteristics of the society 
in which they live, to call the result the Problem of Contem- 
porary Youth, 

This is not, perhaps, a particularly serious form of human 
folly. It is certainly a good deal less serious than the opposite 
folly of ignoring all that distinguishes the tadpole from the frog 
and framing a society—or allowing a society to develop— 
entirely without provision for the needs which these distinctive 
characteristics imply. The nineteenth century, even when it 
was not using up three generations of pauper apprentices in 
one with the lavishness appropriate to an astronomical birth- 
rate, built its cities to be barely endurable purgatories for the 
mature, and unmitigated hell for the young. It completed 
the swing-over from the family to the factory as the economic 
unit, thus destroying the natural gradations between the com- 
plete dependence of the small child and the complete economic 
responsibility of the adult, and leaving next to nothing in its 
place. It did indeed stop transporting ten-year-olds to Botany 
Bay for firing hayricks or stealing tablenapkins, but it imposed 
on the young a code of behaviour which condemned almost 
every specifically youthful activity and characteristic. It is 
hardly too much to say that the revolution in the relation 
between parents and children has done more for the increase of 
ordinary human happiness than any other social change of the 
last hundred years. « 


But a mere change of attitude, whether private or public, does 
not solve the problem of fitting young people into society and 
fitting society for young people to live in. Nor does the twen- 
tieth-century consciousness of youth and its proliferation of 
remedial bodies, of boys’ clubs and girls’ clubs and the like, 
constitute much more than a palliative for a deep-seated ailment 
—the dislocation between childhood and adolescence, adoles- 
cence and maturity, in any modern industrial state. Indeed, in 
some ways the greater respect for youth, the fine determination 
that it shall not be economically exploited and stunted, has 
aggravated this dislocation. It is shocking that a youngster of 
fourteen or fifteen, with his mind and capacity just opening out, 
should be thrown out of school and set to full-time wage- 
earning possibly at a repetition job fit only for an imbecile. 
But it is nearly as shocking that that growing proportion of each 
generation which goes on to secondary or university education 
should emerge on the world hardly better fitted to cope with 
life outside the classroom than they were at ten. Life outside 
the classroom and the youth club is still unsuited to youth as it 
is; life inside them is unsuited to youth as a transition to 
maturity. 

The principle that one learns by doing (however unsatis- 
factorily it may have been interpreted by Mr Squeers) is pretty 
universally accepted by teachers; but there is considerable 
tepugnance to the corollary that one learns to live by living. 
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One learns to earn by earning—a fact much more clearly 
recognised on the other side of the Atlantic, where legal school- 
leaving ages, which for yeats have stocd far above the British 
level, “are accompanied by ah eagerness of youngsters of all 
classes to take spare-time jobs, and a readiness by. employers 
to make room for them in conditions suitable to their 
age. By the same token citizens learn their rights and 
duties by taking part in civic activities—which does not mean 
passing somewhat flatulent resolutions about international 
politics at youth conferences, but genuine participation in the 
real thing, from organising salvage collections to distributing 
election literature or helping in surveys. One learns to be a 
civilised person by associating with civilised people—which 
is certainly not possible in organisations which encourage the 
survival of the gang instinct, in however sublimated a form, 
for years beyond its natural period. The club is better than 
the street-corner gang, the long economic irresponsibility is 
better than the sweated blind-alley job, the earnest hearty 
communal culture is better than a passive mopping-up of 
bookstall or cinema slush or yawning idleness beside an ever- 
lasting radio. The selfless and untiring devotion which has 
gone into the Scout and Guide movements, the boys’ and girls’ 
clubs, the campaigns for protective legislation, have been 
rewarded with great and genuine achievement. But at best 
these things do little to satisfy that hunger of the young which 
is one of the first things forgotten by their elders—the hunger 
for reality, the real job, the real victory over circumstances, 


the real friendship. 
* 


It follows that neither exhortation, generalised reproof, nor 
even the ever-more-lavish pyramiding of “ youth services” 
designed to rescue the young from the destructive effect of 
their environment, really go to the root of the matter. They 
all have their value—even the occasional reproof, if it can be 
administered without irritating the victims into a further frenzy 
of wrongdoing. But the long-run solution of the problem of 
youth (in so far as it is soluble at all, and not an inevitable 
ingredient of the general imperfection of man) is one, in the 
last resort, with the solution of the general social problem ; 
the problem of fzaming a legal and economic and social setting 
in which normal human impulses will lead to decent behaviour 
and harmony with a minimum of restriction. It is a matter 
of solidarity between government and governed. The perennial 
spectacle of Us reviling, circumventing and often without com- 
punction breaking outright the innumerable regulations imposed 
by Them is unedifying enough to account for quite a fair pro- 
portion of juvenile delinquency. More immediately, it is a 
matter of housing, of community planning, of the revival of 
the neighbourhood—that is to say of a social unit not segre- 
gated by age-groups, but forming, with old and young together, 
an organic whole in which the child, the adolescent, the young 
adult, finds at each stage of his life an appropriate and recog- 
nised place. Apart from anything that the state can do, it is 
a matter for individual parents, family by family, a problem 
of the grass-roots, as far beyond the competence of the best- 
intentioned and most enlightened authority as the restoration 
of eroded topsoil is beyond the competence of a bulldozer. 

Meanwhile, in a demoralised, ill-housed, automatic and 
culturally muck-fed society, the “service of youth” has. tts 
indispensable role. Some role it will always have, since so many 
valuable and enjoyable activities can only be carried on in 
organised groups, and few very young people are skilled enough 
organisers to be wholly independent of trained, or at least 
experienced, adult help. A less useful future can be predicted 
for the croakings, whether sentimental or recriminatory, of the 
frogs. In Utopia, as in present-day Britain, one can be fairly 
sure that the tadpoles will continue to answer, with a flick of 
their deplorable tails, that they couldn’t care. less. 
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NOTES OF 


What passed last Monday night in the Kremlin between Mr 
Stalin and the three Western envoys was to have been kept a 
close secret. So far the Foreign Offices have done their best to 
keep the security dam intact, but French and American journalists 
have also done their best to pierce it. As a result the usual leaks 
have occurred in the usual places, and one or, two news editors 
can again congratulate themselves on telling half or less of the 
story regardless of the diplomatic consequences. The chief regular 
offenders are well known, and it is time that the professional 
associations to which they belong in Paris and London considered 
whether persistent efforts to make secret diplomacy impossible are 
in the public interest. 

It would be worth someone’s while to study how these leaks 
spread and stain the public mind with vague but ineffaceable 
patterns. For instance, this week it has been said, first, that the 
envoys left the Kremlin looking cheerful and took the stairs at 
the American Embassy two at a time ; secondly, that Mr Stalin 
had been conciliatory ; thirdly, that there was prudent optimism ; 
fourthly, that Mr Stalin’s terms for lifting the Berlin blockade 
were that the Western Powers should postpone execution of the 
London agreement on the policy to be followed in Western 
Germany, The first three points may well be true, but if the 
fourth is true, or even partly true, then they must be treated with 
great reserve. Yet already the general impression is that the 
international] situation is easier. 

Two vital points are liable to be forgotten at a time when 
relaxation of tension is what the average newspaper reader is 
looking for. First, the Western Governments’ line so far has 
been to insist that the lifting of the Berlin blockade must precede 
wider negotiations. To allow the Russians to make that conces- 
sion conditional on a modification of policy in Western Germany 
would mean that the Western Governments had already begun 
a diplomatic retreat. That may or may not be necessary, but 
the fact should be faced. Secondly, it should be realised that, on 
a long view, there is a vital British, as well as European and 
American, interest in building up as quickly as possible the pro- 
ductive power and political stability of Western Germany—a stake 
far more valuable than the Western position in Berlin. The 
Germans in Frankfurt now understand this and are pressing the 
view as strongly as they can. 


* * * 


Shape of the Master Plan 


The chief legacy of Mr Hoffman’s visit to Paris is the obliga- 
tion laid on the Sixteen Nations to produce a Four Year Plan. It 
is to be, according to the Americans, & not a mass of statistics, 
but a plan of action.” Any repetition of the Paris Report, which 
was, in the last analysis, an account of the nations’ needs, rather 
than of their intentions, is thus ruled out. Mr Hoffman is in fact 
asking to be given the outline of the Sixteen Nations’ general 
strategy to reach solvency and stability by 1952. 

The first question, therefore, is how the OEEC should go about 
this task. The method most frequently discussed is that each 
nation should produce its own plans for the next four years and 
that the OEEC should then attempt to subtract from them certain 
common lines of action and to smooth over any very obvious 
clashes of interest. This method has obvious disadvantages. ‘There 
is no natural law whereby the separate plans of sixteen nations 
will end in any sort of harmony. Even if rough edges could be 
sawn off here and there from the separate jig-saw pieces, no 
picture would necessarily emerge in the jig-saw puzzle as ua 
whole. And the juxtaposition of sixteen different projects might 
well give the points of conflict instant prominence while the 
solid work of national reconstruction would remain in the back- 
ground. 

For these: reasons it is at least worth considering whether a 
quite different type of planning might not be adopted—planning 
not by the national unit but by various commodities and services. 
If the OEEC were to confine its planning to five key sectors— 
coal, steel, transport, power and grain—and leave every other 
activity to find its own level, it might have a more manageable 
proposition in its hands.. All successful international planning 
hitherto has tended to be on a-commodity basis. The postwar 
allocation of coal is a recent and notable example. In the sphere 
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of transport and public utilities, there are certain common inte, 
national interests which naturally transcend frontiers. The py, 
key commodities, coal and steel, are very scarce and desperately 
needed, both conditions which underline the desirability of allog. 
uon and planning. The “commodity approach” is for 
reason out of fayour and none will pretend that it PICSENIS. no 
difficulties, but on all past experience, it offers more ce af 
forming the basis of a flexible master plan than the pale 
together of sixteen separate national projects. 
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French Electoral Fever 


The first issue upon which M. Marie will have to faceigh 
French Assembly is the date of the next round of local elections 
At present, they are fixed for October, but one partner in th 
Government coalition—the Socialist Party—is exceedingly anxiogs 
to secure a postponement. The reason is simple. The Sociahiss 
are strong in the present Conseils Généraux, and they fear thr 
if a vote is taken before the effects of a good harvest and @ 
Marshall aid have made themselves felt, the voting. may giveg 
sweeping advantage to the extreme parties—Gaullist and. Com. 
munist. And since the Conseils Généraux are among the elector 
for France’s Second Chamber, an increase in the extremist vote 
there would involve the already compromised constitution of th 
Fourth Republic in a disastrous conflict between the tw 
Assemblies. 

It was this Socialist desire to secure a postponement of the 
elections that played a decisive part in the crisis which brought 
down the Schuman Government. It was suggested in last week's 
issue of The Economist that the Socialists precipitated the fall 
the coalition so as to avoid further participation in the Govem 
ment and: to face the October elections in a less compromised stat, 
In fact, the issue was more complex, The Socialists did not, in 
fact, intend to leave the Coalition. They sought to make thei 
return conditional upon two points—the appointment of a no 
Catholic figure as Prime Minister and an agreement to postpone 
the October elections. In the event, they secured in M. Mariea 
politician unconnected with Catholic politics (although they would 
have preferred one of their own ranks to a Radical). But M. Matie 
has refused to sanction a postponement of the elections on th 
Government's authority, and the issue will be put to the vote 
the Assembly in the next few days. If the two parties which hope 
to gain from the elections—the Communists and the Gaullists— 
can carry enough of the Chamber with them in a vote to hold 
the October date, the Centre patties will be faced with afi elet- 
toral trial of strength (or demonstration of weakness) within four 
months. The Socialists’ reaction in that event is unpredictable. 
It is still possible that they might withdraw their Ministers and, 
while not opposing M. Marie in the Chamber, dissociate them 
selves from his policies. 


* 


calculating and wavering that daily adds new force to the elector 
campaign which General de Gaulle has already opened, stumping 
the countryside in the cause of personal rule and strong Gover 
ment. Of concrete programmes, there appears to be less tat 
than ever. The General’s style is reported to have changed 
Oratory is giving way to melodrama, and a new feature in his 
mass rallies at Nancy and Metz was the emergence of a species @ 
dramatic dialogue between the leader and his supporters. 
he explained his withdrawal in January, 1946, by the fact tha, 
faced with the choice between staging a coup d’état and becoming 
involved in party politics, he preferred to withdraw, he asked the 
crowd whether he had not by that means “preserved hs 
integrity,” the crowd yelled back its belief in his political 
and chanted “ De Gaulle au pouvoir” in the tones of a litany. 
No one will deny the need in France for coherent government. 
It is equally impossible to fee! anything but distress at the record 
of the shuffling, dozing, nagging, raging Assembly. But the ae 
techniques of the Geeral are bound to revive old memories of 
what mystique and emotion combined with nationalism and ant 
Communism can produce in the way of government. Genes 
de Gaulle may not be a Mussolini, but he is going out of his WY 
to suggest to everyone that he is. mefG% 


It is precisely this type of instability, this manoeuvring and 
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ae The Gold Coast Riots weeks. Mr MacDonald further emphasised that the expansion of 


or ae : : the police force was to be permaneat. 

a re ee ae pe the oe te in e% At “is a relief to learn that the Government are at last acting 
: Gold Coast, Pp bruary 28th and on su with decision against the very serious Communist threat to seize 
Ae. sequent days, had a twofold task. It had first to disentangle the Mal ° Senin? ; ; 4 : 

; ; abd d looti aya. For too long Britain’s laudable desire to allow its colonial 
Ris truth about the shooting and looting that occurred at Accra from subjects to follow their own bent has been taken as a sign of 
ge) the mass of 5 aaah and Oe statements that were put weakness. The evacuation from Burma, from Palestine and from 
icy about after the incidents ; and, secon ly, to inquire into the under- = India has encouraged trouble-makers to believe that they only 
Hoes. lying geese ge ie a orca ee Rennae for the Se ete have to use a little violence to unseat British authority and to seize 

At the got t es rea fee e oistnsan arte Saat power for themselves. More dangerous still, this belief has spread 
— of an article it te sales ‘ ie ty ent uh ee ms ic from the trouble-maker inspired by a personal thirst for local 
od implied among other things that t vernor had agreed tO power to world-wide organisations inspired by the wish to over- 
chi allow a body of ex-servicemen to present a petition to him in throw the Anglo-Saxon “ capitalist imperialism.” 

Hs person and that the eee was proceeding in an orderly The progress of the offensive against the insurgents in Malaya 

manner until it was stepped by the police, who shot an ¢€X- will be watched throughopt the world—no less in Washington 
. serviceman without provocation. The report of the Commission than in Moscow—as a measure of Britain’s ability to hold what it 
1am. {Colonial No. 231] makes it quite clear that the procession had has The evidence available in Kuala Lumpur and Singapore, as 
ie never been given permission to see the Governor, that it deviated revealed by Mr MacDonald, is clear proof of the Communist 
from the prescribed route and attempted to reach the Governor’s determination to set up a Communist Republic of Malaya. The 
residence after all, and that in firing upon it the police superin- 





a. 


n : present campaign is, in fact, the first full-scale Communist effort 
. tendent should be commended for averting a very ugly situation. to, seize a British colony. Mr MacDonald has held out hopes that 

a We gladly —r this authoritative correction. it will be defeated “ not next year, but this year—within the next 
ran So much for the shooting. As for the locting in the shops, the few months.” He must continue to receive all help possible to 

1x20Us Commission finds that it had already begun before the ex-service- make good that promise. 

‘alist men’s incident took place and was independent of it, though r Z : 

Fs doubtless that incident increased the fury of the looters. But on 


the causes for the looting the Commission finds—as did our Breaking the News 

correspondent—the Gold Coast Government to blame for allowing ; 

the temper of the Africans to rise as it did. For some time, the The last-minute row in the Commons before the summer 
rising prices and short supplies had been a source of constant eC€Ss Concerning the announcement in Paris of a joint Anglo- 
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t vote complaint, end st the end of January a boycott had been imposed American Production Council brings to the fore one problem ai 
be on the purchase by Africans of European imported goods, with the Which is likely to crop up again and again under the European 5 


object of forcing the hated Association of West African Merchants Recovery Programme—that of the simultaneous publication of a4 
to lower their prices. The effect of such a boycott seems to have ve steve in this country and in other countries, especially in | 
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Hence the looting. ment by no means as “secure” about non-military information 

* as British Ministries (as Mr Drew Pearson has demonstrated from 
h hope time to time), but the structure of the European Recovery Pro- 
lhists— On some of the wider issues the Commission seems on less gtamme means that some information about European countries 
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ictable Such presumption has drawn a rebuke from the Colonial Office 1s under discussion there, as part of the programme for the Sixteen ‘ 
nae in its accompanying statement [Colonial No. 232] and can only but has not been disclosed to Parliament here. In due course 


detract from the merits of the report in laying bare the facts the programme of the Sixteen will go on to the United States 

behind the disturbances, Similarly, its views on the decline of Administrator. It is within the power of Congress, in checking 

the chiefs seem far too sweeping. After all, it was a sub-chief the work of Mr Hoffman, to ask him to produce any relevant Be 
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giance to the same King, and a mysterious citizenship which 
accords no particular rights and imposes no particular duties. 
It has carried a step further the process begun long ago, and 
originally formalised by the Statute of Westminster, of trans- 
muting the Commonwealth into a congerie of sympathetically 
inclined independent nations, whose unity is symbolised by the 
Crown. Its effect is to make the Crown more important than 
ever, and it underlines the fact that all the nations of the Common- 
wealth have an equal claim upon the attention of the Crown, not 
as of grace but of right. 

It is sometimes difficult to believe that the Court of St. James 
is fully alive to this situation. For instance, representatives of 
the press of the United Kingdom are accredited to Buckingham 
Palace, a privilege accorded to no other nation of which His 
Majesty is sovereign. Again, the staff 6f His Majesty, apart fro6m 
honorary officers, is drawn almost entirely from the United 
Kingdom. This is a problem to which both Buckingham 
Palace and the Commonwealth Relations Office should devote 
some thought. Rightly or wrongly, it is difficult for any outside 
ybserver not to believe that His Majesty is King of Great Britain 
in a wholly different sense to that in which he is King of Canada 
or Australia. And the fostering of that belief would be of great 
disservice to the Commonwealth. 

The House of Windsor has played a very important part in 
the development of the Empife and its transformation into 
Commonwealth. With the end of the common status of British 
subject it has a much more difficult role to play, since the Crown 
leses its all-embracing allegiance, and must express not only the 
unity of the Commonwealth, but also the national unity of Aus- 
tralia to Australians, of Ceylon to the Ceylonese, and so on. In 
the process, the traditional pattern of the Crown’s activities in 
Britain may be profoundly modified, but then the United Kingdom 
is only one of the Dominions with a claim upon the services of 
the Crown. 


* * * 


* Miracle ’’ Currency Reform 


The “miracle” currency reform in Western Germany is 
now six weeks old, and the new spirit of optimism which swept 
over the country after June 2oth is still strong, particularly among 
business men. Ordinary citizens are still enjoying the sight of 
goods in shop windows. The first rush for food has been largely 
satisfied. A glut of vegetables, as well as fruit and some decon- 
trolled eggs, fills the markets to supplement a ration which has 
now reached the record height of 2,000 calories a day for the 
lowest category of consumer. Now the extreme shortage of 
money has slackened the buying craze, and even food is taking 
second place to clothes and shoes. The restaurants, selling egg- 
nogs and omelettes, and the finest Rhine wine at §s. a bottle (a 
price which the Germans complain is monstrously high) are no 
longer crowded ; and the railways, once crammed to the buffers, 
are reducing passenger rates to attract traffic. 

Workers, previously occupied in black marketing, started apply- 
ing to the labour exchanges immediately the three zones went 
back to a money economy. With better food and the incentive 
ef real monev wages. the individual worker’s output has also 
risen. In the tool industry, to name one case, the existing capacity 
can now be utilised to the extent of 50 per cent, compared with 
only 20 per cent before June 2oth. 

At the same time, state control, which had reached impotent 
absurdity, has been drastically reduced except on a few key 
preducts. The fictional price stop was abolished with currency 
reform, and fresh controls ‘are not being imposed. Paper, 
building materials and eggs are among the. products which 
Germans can now ‘buy free from any restrictions. With hoards 
unloaded, and $18 million worth of American tobacco on its way, 
rationing of “ smokes ” will be ended next month. Already, black 


market Cigarettes, and smuggled coffee, are undercutting the legal 
market. 


x * x 


Green Light for Industrialists 


It is still too soon, however, to say that the D-mark is safe, 
or that the demolition of state controls will not lead to social 
unrest. Credit problems must be solved. Before the situation is 
healthy, a vast number of speculators and manufacturers of shoddy 
luxury goods who have been saved by lavish initial advances, must 
go bankrupt, and a means must be found of providing medium 
and long-term credits for the manufacturers of producer goods. 
So far, the Germans have evolved no real credit policy. 

Prices on the black market—practically the only market upon 
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which goods could previously be bought—have come down, iid 
legal prices have risen from their previous level. Some 
have soared up to one hundred per cent above * the 
June level, particularly—since Western Germany is mainly back 
on a price mechanism—prices of those goods which the 

most demand. Wages were to be raised by a maximum of 15 
cent, according to a decree of the Anglo-American authori 
but employers are stalling and hardly any new agreements have 
been concluded. ie 

Moreover, with an eye to continuing price rises, somé mang 
facturers and spivs are hoarding once more. Stocks were ample 
to meet the first rush, but heads are now being shaken about the 
capacity of the clothes and shoe industry to go on meet 
demand. Speculators are pointing out that, after ail, the D. 
mark has no backing ; respectable industrial and business circles 
naturally say America must do more to help. 

The mark has certainly become a sound interna] currency for 
the ume being, but the Germans point out this is not enough; it 
must become an international “ Kultur currency” backed by the 
dollar, and German manufacturers who find themselves short of 
goods must be able to go trading with it in world markets with 
out the interference of the Anglo-American Joint Export-Import 
Agency. All the signs are that the German industrial world gees 
the green light ahead and will continue to extract the maximum 
benefit from its key position in the European Recovery Pro 
gramme and the struggle between East and West. 


* x x 


After Krupp ? 


There are urgent reasons why the future of the great complex 
of heavy industry in the Ruhr should be given serious study by 
the Western Powers. It is clear that the industrial Sree 
represented by the Ruhr will play a decisive part in any European 
Recovery Programme. The question of the kind of part it Gan 
be made to play is, however, inseparable from the type of 
organisation which will be set up to run it. But on this isstie, 
all is doubt. 

One point seems reasonably clear. There can be no return to 
the old pattern of ownership. The trial of Krupp and his fellow 
directors has given evidence of a mentality in prewar German 
industrial leadership which forfeits once and for all any right to 
future power. It may be that other firms cannot be convicted 
of Krupp’s grosser crimes—of starving and ill-treating thousands 
of slave workers and prisoners of war, of condemning them 
unspeakable living conditions and providing them with no pre 
tection against the Allies’ shattering air attack. But practically 
all the great industrial combines of Germany stand convicted on 
Krupp’s second count—that of profiting eagerly and unhesitatingly 
from the economic conquest of Europe which Hitler’s armies had 
made possible. Willingness to exploit the Continent for the 
further expansion of German big business is a charge which 
virtually none can escape. 

A change, then, is inevitable. But in which direction? ‘At 
present the argument appears to be chiefly engaged between those 
who favour private enterprise and those who are committed ® 
public ownership. Roughly speaking, the Americans tend to the 
former in the name of efficiency and are supported by the German 
Right (entrenched in the key economic positions at Frankfurt), 
while the British and the German trade unions are so far com 
mitted to the latter. There is, however, one escape from this 
apparent impasse which is insufficiently discussed—the possibility 
of linking the Ruhr to a wider integration of the Western Européan 
steel industry. That such an integration would be technically 
possible is proved by the prewar experience of the Entenle 
Internationale de PAcier and the European Stee] Cartel. The 
aims of these organisations were admittedly restrictive, but they 
proved the technical possibility of closer co-ordination. A solutien 
on international lines would have the political advantage of stilling 
France’s fears and of ensuring that at no time in the future 
could German industrial leaders, private or official, exploit the 
Ruhr for purely German purposes. The drawing up of an intef- 
national plan would offer stubborn difficulties. On closer examina 
tion, it might even prove impracticable. But that a study of the 
possibilities should enjoy a high priority with the OEBC none 
can doubt. fhe 

* * * fh 
Women in Industry oo 

The inevitable failure of the Government’s present drive 1 
get more women into industry and the social services, parti ; 
full-time workers, is clearly shown in a recent PEP Broa 
(No. 285) on the “ Employment of Women.” This illustrates # 
the untapped reserve of unemployed but employable women is 
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now very low indeed and that this meagre reserve is bound to 
diminish.as..the population ages. ~ Full-time teachers,nurses. and 
textile workers cannot be sucked, in from some as-yet untouched 
female reservoir ; their appeatance here can only mean their dis- 
appearance elsewhere, — : b.e 

The table below, taken from the broad shows that there 
are only some 420,000 single women and girls between 16 and 60 
who are fit for work but not gainfully employed. Of these 
between 100,000 and 250,000 are: likely to have full-time domestic 
responsibilities. The proportion of widows free for employment 
is probably very much smaller than this, and the vast majority 
of the married women not gainfully occupied are fully oceupied 
in their homes. The broadsheet.¢stimates that even with the 
strongest governmental pressure—a degree of pressure which 
would probably not be politically possible—it would only be 
feasible to. attract an additional 200,000 full-time and from 250,000 
to 500,000 part-time workers into employment. 


NUMBERS OF EMPLOYABLE WOMEN IN GREAT BRITAIN 
(December, 1947) 











| 
| Widowed 
Married | and 1 Single Total 
Aged 15-60 | Divorced 
cetbeetecinad “ comer’ ats 
| No. | % No. | %- | No % No. % 
; 
nl i... : — das 
Gainfully ocen- | | 
pied women | 1,750,000} 18 | 320,000 | 42 | 4,550,000 | 92 | 6,620,000} 44 








Other women. | 7,720,000 82 | 440,000 


58 | 420,000 | 8 | 8,580,000} 56 
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760,000 


100 | 4,970,000 | 100 \15,200,000 | 100 

The prospects for the future are worse. It is estimated that 
between 1944 and 1949 the number of women will have fallen 
by 500,000, and more striking still, that the number between 15 
and 45, who supply 75 to 85 per cent of the female labour force, 
will have fallen by 1,150,000. Under “natural” conditions a 
declining population should, with the exception of the care of the 
aged, have equally declining demands upon itself. What is now 
so paradoxical is that the country should have chosen the same 
turning-point to extend its health services, raise the school-leaving 
age, diminish the size of classes and generally to increase the 
demand for women’s services. These demands can only be met 
by drawing women from elsewhere, where their. special aptitudes 
are less essential and by inducing the over-sixties to return to or 
continue at work, 

* * * 


The ILO Conference 


The recent conference of the International Labour Organisa- 
tion at San Francisco might have passed unnoticed in the British 
press had it not been for the agitation about Mr Isaacs’s where- 
abouts. It was, however, a workmanlike conference, getting 
through an inordinately long agenda and reaching agreement on 
a number of important issues. The fact that the conference 
included delegates with such varying views as those of American 
industrialists and Bulgarian workers is an indication of the value 
of confining such discussions to practical matters. 

The conference discussed wage regulation, protection of women 
and children, night work, vocational guidance and a host of other 
labour topics: it adopted a convention on public employment 
setvice, regularising the systems of placing; it went farther in 
clarifying its relations with such international organisations as 
the ITO and with non-governmental agencies. But the most 
important issue discussed was the convention on freedom of asso- 
ciation. This convention, which had been the subject of sharp 
controversy at Geneva in 1947, is surprisingly elementary. Indeed, 
M. Jouhaux, for the French workers, declared that it did not go 
nearly far enough and should have taken account of the position 
won by the unions in the more advanced industrial countries. 
All the convention does is to safeguard the rights of employers 
and workers to form voluntary associations, without interference 
from the state. This seems elementary. Nevertheless, in 
countries where there have been attempts to form state-sponsored 
organisations or where elementary trade union rights are denied, 
the existence of such a convention may provide some basis for 
resisting infringements of liberty. P 

The proposals put forward by the committee on “ the right to 
organise and bargain collectively”. will prove to be more con- 
troversial when they come up for discussion at the 1949 session. 
While most civilised countries regard collective bargaining as the 
best form of determining industrial conditions the ce eee 
to,anti-union discrimination (which protects workers against dis- 
missal because of unidn activitie Wit the vitals be held by some 
countries to limit the employer’s rights. WRT IRG 


78 


The weakness.ofthe-ILO is that while»the,representatives of 
Governments, employers and workers may meet, discuss” and 
agree, there is no real guarantee that the conventions adopted in 
the balmy atmosphere of San Francisco or Geneva will in fact 
be ratified and implemented. . There has.been.some tightening up 
of the procedure for notifying the Office of governmental action, 
but if a Government is unwilling to translate principles into 
practice, there is nothing the ILO can do about it. 


* * * 


Bloodstock and the Stud Book 


Messrs Weatherby, who own the General Stud Book, have 
persuaded the Jockey Club to review the possibility of admitting 
to it certain lines of bloodstock which are at present excluded. 
This is the result of developments over the past forty years. 
After the passage of the American anti-gambling laws in 1908, the 
depressed American racing industry exported a number of impure 
thoroughbreds to this country which were accepted for registra- 
tion, while similarly doubtful English and Irish horses remained 
excluded. Consequently, in 1913 the Jockey Club passed the 
Jersey Act, which refused admission to the Stud Book for any 
animal which could not trace its pedigree without flaw on both 
sides “to a strain already accepted in the earlier volumes of the 
book.” Since England was the recognised leader of the world 
in thoroughbred breeding, the effect of this was to render all 
bloodstock which by English standards was not thoroughbred 
virtually valueless. In particular, it knocked the bottom out of 
the export of American horses—a fact for which Kentucky has 
never forgiven Newmarket. The new policy proved, however, 
extremely successful and the standards of the British Stud Book 
became accepted all over the world. 

In the last ten years, however, the French have produced the 
Tourbillon “half-bred” line (thoroughbred by their standards 
but not by ours), which is not only of outstanding racing merit 
and stamina, but has endured so far through three generations. 
One British classic after another has fallen to French horses. The 
immediate effect of this has been, first, to divert many American 
buyers to the French market, and, second, for British breeders 
to send their mares to Tourbillon stallions, although the offspring 
are regarded as déclassé by the Stud Book. Even if foaled in 
this country, they have no export value, however many races 
they may have won from less successful thoroughbred * English 
horses. 

For the Jockey Club to let matters drift would be to take a 
gamble on the revival of British thoroughbred lines, which if it 
failed would permanently lower the world status of the British 
Stud Book and hence the value of British bloodstock exports. 
To open the Stud Book to all horses considered thoroughbred in 
their own countries would also devalue British bloodstock, since 
it would give recognition to American strains which can be more 
cheaply imported by South America and other countries. The 
third possibility, and the one which the Jockey Club will most 
probably pursue, is to admit the Tourbillon line only, in view 
of its outstanding racing success. This would strengthen British 
bloodstock and safeguard not only the status of the British Stud 
Book, but also an export industry which in 1947 earned over 
£3,000,000. Such equine common citizenship might be regarded 
as the first fruits of closer political union in Western Europe. 


* 7 * 


Liquidating the Kulaks 


Recent developments in Eastern Europe, taken in. conjunc- 
tion with well-known facts about Soviet agricultural policy in the 
twenties, make it easier to understand what the Cominform really 
wishes agricultural policy in Eastern Europe to be. The Jugo- 
slav Communists have been blamed not so much because they 
had not yet collectivised agriculture, but because they had treated 
the peasants, instead of the urban proletariat, as the foundation 
of the state, and paid too little attention to the class struggle in 
the villages. The nature of these sins can best be understood by 
reference to Soviet experience. 

Communist authorities usually admit that three mistakes were 
made in Stalin’s collectivisation policy of 1929 (th , of course, 
Stalin himself is not held responsible for them). first was 
that, during the ten years following the redistribution of the big 
estates, the Soviet regime allowed a class of kulaks to entrench 
themselves firmly in the villages. These were a section of: the 
peasantry which succeeded in buying up land from their less 
fortunate neighbours and so obtained political as well as economig 
supremacy, in. the couptsyside... The second mistakeowas that 
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ihe Communists, when ahey went out into the villages to earry 
out collectivisation, failed to obey their instructions, which were 
to base themselves on the support of the poor peasants, t60 win 
over as many as possible of the medium peasants, and to isolate 
as objects of attack the rich peasants. Instead, they too often 
antagonised the peasantry as a whole, uniting against themselves 
whole populations in many vill with the result that cattle 
were slaughtered and even d resistance was offered. The 
third mistake was the failure to have ready a sufficient stock of 
agricultural machinery. When cattle and horses were slaughtered 
the land could not be ploughed. These mistakes are considered 
by Communists to be due to a basic failure to study beforehand 
the facts of the class struggle in the countryside. 

There can be little doubt that the ultimate intention of the 
Soviet Government and of the local Communist parties is that 
agriculture shall be collectivised throughout Eastern Europe. 
But the ground has first to be prepared. The Jugoslavs have, in 
fact gone further towards collectivisation than any others, by 
giving strong encouragement to the formation of voluntary 
co-operative farms. Bulgaria has done the same, but the other 
“popular democracies” have gone no further than paper pro- 
jects. The Jugoslav experiment deserves little praise, in Comin- 
form eyes, because it has not been accompanied by a systematic 
preliminary study of the class struggle. 


* * * 
Cominform Cracks the Whip 


Since the Cominform’s denunciation of Tito the various 
Communist parties have announced their intention of redeeming 
their failure in the villages. But, contrary to some Western 
commentators’ statements, nothing has yet been done to speed 
up actual collectivisation. The main effort has been to tighten 
up regulations for deliveries by peasants to the state, and especially 
to increase the obligations of the richer peasants and lighten 
those of the poorer. In fact, the “ battle against the kulak” has 
started, but only in the field of grain delivery, not in that of 
ownership. This development is most marked in Hungary and 
Rumania. ‘ 

In Rumania a new State Commission for the collection of 
cereals has been set up. In Hungary detailed measures have 
been passed, and there has been a much publicised purge at the 
Ministry of Agriculture. It is alleged that officials have spent 
public funds on Catholic propaganda instead of on machinery. 
At the same time the arrest of the son-in-law of M. Tildy, the 
President of the Republic, for espionage has been made the excuse 
to get rid of the President who is one of the few remaining figures 
in the much-purged Small Farmers’ Party. The only notable 
reference to collectivisation in Hungary has been a speech 
by the prominent Communist Geré (Minister of Communica- 
tions), in which he favoured Government support to co-operative 
farms in the future. Finally, the temporary eclipse of Gomulka, 
Secretary of the Polish Communist Party, attributed by some 
observers to his opposition to collectivisation, may well be due 
to other causes—for instance, a more general dismay at the effects 
on Polish opinion of the Tito case. 

In general, it seems that Eastern Europe’s period of NEP is 
not yet over, though the Cominform is undoubtedly quickening 
the pace. : 

+ + * 


Half-a-Million Arab Refugees 


The problem of the Arab refugees has three aspects.. If is 
first an international humanitarian problem ; secondly, an internal 
Arab test ; and thirdly, a key issue in any possible de facto settle- 
ment. 

The international aspect was put before the Security Council 
by Sir Alexander Cadogan on Monday,-when he pointed out that 
the United Nations, in seeking to push off on to the Arab world 
the solution of the European problem: of Jewish DPs, has created 
a new and larger class of Arab DPs. The Jewish DPs are 
generally estimated at 200,000, but the displaced Arabs may 
number anything up to half a million. The Jewish DPs may be 
blamed on Hitler, but the Arab DPs are directly the victims of 
the Assembly’s partition resolution. Britain has made a good 
Start on the humanitarian side by its offer of £100,000 for imme- 
diate relief and thereafter to contribute its shareof any sum voted 
internationally. It is to be hoped that this initiative at least will 
§ain some support from America. a ae 

But equally, the Arab» DPs are a test of the capacity of Arab 
society to make any kind of showing in the modern,world, To 
see how’ far they “have failed@atethis»test- they have only to ask 

ves what the Zionists would have done in their place. The 
young men of military age’ would have been conscripted and 
trained, with or without arms. “The"womenand children-and old 
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men would have been housed and fed, and absorbed into a com- 
munity waiting and preparing for the moment when it could go to 
war again. If Arab society were anything but rotten, the Arab 
States would not be waiting for international charity to do some- 
thing about their refugees They might even have refused such 
help when offered. 

The Arab ruling minority have gone about this business in the 
same way as they fought in Palestine, without public spirit, or 
personal sacrifice or common effort. And now they dare not tell 
their peoples what has happened. This is the problem for the 


Arabs today, a more real one than their immediate relations with 
the Zionist State. 
* 


Whatever de facto settlement Count Bernadotte may achieve, 
it cannot be expected to end the Palestine conflict. It will merely 
pass over into a new phase, of which the outcome will depend on 
the ability of the Arabs to transform their society into something 
more effective. In such a settlement, the Arab refugees are a 
political and military pawn. It might have been better for the 
Arabs, if they meant business, that their refugees should not 
return to the Zionist-held areas. Properly used, they might have 
more potential value outside. Count Bernadotte, however, is 
reported to have asked the Security Council to order the Zionists 
to let them go back. But the women and children, most of them 
country folk, could hardly exist there without their men, and 
the Zionists claim that these would endanger their internal 
security. Moreover, they want the Arab lands and villages for 
new Jewish immigrants. 

The other main questions involved in a settlement are Jerusalem 
and the port of Haifa. Count Bernadotte still seems optimistic, 
despite some belligerent pronouncements from Tel Aviv on the 
inclusion. of Jerusalegg in Israel, that he can get agreement to a 
demilitarisation scheme there. A measure of internationalisation 
for Haifa, too, would be preferred by the Powers. The Zionists 
have seized and are operating the oil refineries with some remnants 


of pipeline crude. No doubt, they are hoping to play off American 


against British oil interests. But, whoever owns the oil, it must 
come—if the refineries are to serve their purpose—from and 
through Arab countries. Thus Arab consent has to be obtained, 
and with an all-Zionist Haifa this would be difficult. As the 
Zionist State, too, will need oil, there are compelling reasons for 
a special regime in Haifa. 


Shorter Notes 


A correspondent in Berlin points out how ineffective have been 
so far the retaliatory measures used by the Western governments 
in the duel within the city. The attempt to hold up Russian trade 
with the West by stopping freight trains through Bizonia to and 
from Switzerland, Belgium, Holland and Denmark has had little 
effect. Road services are not affected, and goods are moving 
freely by sea. The Russian Export Department is also enjoying 
to the full the spectacle of the British Board of Trade transferring 
its purchases of potash from the Russian zone to the sea route 
via Rostock and Wismar. Likewise fully laden trains run daily 
to and from the western part of the Russian zone within 300 yards 
of the British Military Governor’s residence. No one seems to 
have thought of closing these lines through the Western sectors. 

* 


The British and Canadian Governments have taken speedier 
action on the Newfoundland plebiscite than Mr Mackenzie King’s 
habitual caution made it seem likely. With a total voting strength 
of approximately 177,000, there is a majority of just under 7,000 
for confederation with Canada, Both governments have now 
agreed to go forward with negotiations, which, as far as the British 
Government is concerned, means the nomination and dispatch of 
Newfoundland representatives to negotiate in Ottawa, Thar the 
negotiators will be nominated rather than elected may be a cause 
of some resentment, but the machinery of election in Newfound- 
land is too expensive and cumbrous to be set in motion for such 
a purpose. Until such rime as the negotiations are completed the 
Commission of Government will continue to administer New- 
foundland under the Act of 1933. 


* 


For ‘sheer audacity Mr Vishinsky takes the prize. - In Tito’s 
own capital, among the Balkan people who have recently com- 
plained most loudly and doggedly of Russian interference, he has 
declared that in. the prewar days. the Danubian states were 
treated as a cook treats potatoes. They of course still are, the 
only difference being that Mr Vishinsky*and Mr Molotov. prefer 
them mashed. ; 
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HE NAME SPENCE IS A 
houschold word in the world 
of heavy chemicals. SPENCE 
dates back to 1846 and its 

chemicals have always been re- 
spected for their high and con- 
sistent quality. Recently some 
interesting new products have been 
introduced, including materials 
for pharmaceutical specialities. An 
abridged booklet will gladly be 
sent to you giving a brief survey of 
SPENCE products, including: 

Alum, Aluminium Sulphate, Aluminixvem 
Chloride, Aluminium Nitrate, Alumina 
White, Activated Alumina, Calcium 
Carbonate, Detergents, Pharmaceutical 
Alumina, Sodium Aluminate, Sui- 
phuric Acid, Titanium salts, Silica, ete. 


NATIONAL BUILDINGS - MANCHESTER 3 
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The measure of , 
Wholesale Service... 


How wide is wholesale service? Let's reckon it up. 
Consider the many responsibilities the wholesaler 
shoulders in the textile trade and the nature of the 
duties he discharges. There’s bulk buying that keeps 
the factories going. There's stocking, warehousing, 
displaying the product. There's efficient marketing by 
speedy, economic nation-wide distribution. In fact, a 
service of immeasurable value to every manufacturer 
and retailer in the country. 





issued in the Interests of Economic Textile Distribution by 
The Wholesale Textile Association, 75 Cannon Street, London, E.C.4 
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Fabrics with 
honest faces 


Until recent years the finish on many textiles % 
was far from permanent; more often than not it ° 
all came out in the wash, as the housewife found, 
to her cost. Today B.1.P. provides the textile trade 
with ‘BEETLE’ resins for permanent finishes which 
resist creasing and. shrinking, preserve colour, ; 
prevent fclting and last as long as the material itself. 
This is but one of the many applications for versatile —%4 
Beetle, used also in paint preparation and paper manu- 
facture, in the form of cements for woodwork ; and of 
course, in the production of the well-known Beetle . 
moulding powders. 

Inone form or another, Beetle can almost certainly be 
gainfully employed in some phase of your business. 
Our research and development men will be glad to 
collaborate with yours on new applications and in 
solving existing production problems, 





BRITISH INDUSTRIAL PLASTICS LTD. 
1 Argyll Street, London, W.1 





Electric Overhead — 
Travelling Cranes ~ 
The 30-ton Butterley electric over- = 


bead travelling crane of 42 ft. 3 in. 
span in course of erection in our 
works. 















Our sole overseas agents are: 
. Messrs. Cecil Tress & Co., Lid. 
Africa House, Kingsway, W.C2 


THE BUTTERLEY COMPANY LTD, - RIPLEY - DERBY - ENGLAN! 
London Office: 2, CAXTON. STREET WESTMINSTER 5.W.! sft 
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Letters to 


Development Councils 


Sir,—I have read, with interest, your “Business Note” on 
Development Councils. TI fully share your view that the Govern- 
ment would have been wiser to make a start in industries where 
both sides support the establishment of a Development Council 
than to endeavour ‘to force through such a body for the’ Hosiery 
and Knitwear Industry, in which the employers are almost unani- 
mously opposed to this course. I must, however, question your 
suggestion that a Joint Advisory Council is necessarily weaker than 
a Development Council though it has no statutory powers. 

The compulsory powers given statutorily to a Development 
Council are very limited. Insofar as finance for research and for 
export promotion and similar work is con¢erned, it is quite pos- 
sible for the Board of Trade to invoke Section 9 of the Industrial 
Organisation and Development Act, and by those means raise 
a levy from the. industry to finance the work which would be 
carried out on the advice of a Joint Advisory Council. ' 

The opposition to Development Councils mainly springs from 
one fact. They are to be constituted of individuals appointed 
by the Minister who have no responsibility to the industry for 
which they are to act. This unrepresentative and undemocratic 
Council is given an official status which is bound to establish it as 
spokesinan of the industry to the Government. Where there are 
well organised Trade Associations competent to carry out the 
measures recommended by the Working Parties, and willing to 
join with the appropriate Trade Union to form a Joint Council, 
working, if thought desirable, under an independent chairman, 
the employers believe that this machinery should first be given 
atrial before a statutory body is set up.—Yours faithfully, 

FREDERICK BAIN, 
President, Federation of British Industries 

21 Tothill Street, London, S.W.1 


Film Quota Dispute 


Sir,—Will you kindly point to a line or word of my published 
letter of July 31, 1948, that warrants your assertion that 


“Mr Allport is apoarently unwilling io concede that the British 
Government has any right to fix the quota to please itself ; 
sovereignty, for him, lies in Hollywood, and he is . .°. angry with 
The Economist for conceding this right. . . .” 

The facts are that in The Economist of July roth you implied 
we could have used the Film Agreement to block the quota. In 
my letter to you I pointed out that it would have been quite im- 
proper for us to have attempted any stipulation at that time with 
respect to quota, and explained the reasons. In point of fact, 
therefore, it was we who conceded and The Economist who ques- 
tioned the Government’s right to fix the quota as it saw fit. 

My letter to you questioned the wisdom of the quota arrange- 
ments ; your articles have done the same. Wherein, then, is 
The Economist right and the American industry wrong ?—Yours 
faithfully, F. W. ALLPortT 

Motion Picture AssociatiOn of America, Inc., 

15 New Burlington Street, London, W.1 
[The Economist has never questioned the right of the Government 

to fix the film quota as it sees fit. It has questioned the wisdom of 
fixing the quota as high as 45 per cent. Equally it has questioned 
the right of the American film industry to dispute the power of the 
British Government to fix the quota without tacit agreement, prior 
consultation or understanding with Hollywood. Mr Allport’s letter 
Suggested a breach of faith and a “ violation of the spirit of the agree- 
ment.” In other words, what he was saying was that the British 
Government had no right to fix the film quota as high as 45 per cent 
without consulting Hollywocd.—EprTor.] 


A Bitter Choice 


Sir,—In your leading article “A Bitter Choice” of July 24, 
1948, you give an illuminating analysis of the Berlin crisis. As 
you pointed out, the dilemma faeing the three Western *Powers 
is of an intricate and risky nature. Whether a compromise can 
be reached with the Russians nobody can foretell. 

To seek, however, a solution by force, the second alternative 
mentioned by the article, involves, in all probability, the gravest 
tisks we may take in our efforts to meet the requirements of the 





the Editor 


situation. It is obvious from your article that you do not under- 
rate the implication of such a course. In this context I cannot 
help bur recall Grotius’ wise counsel in his famous book “ De 
Jure Pacis et Belli” (book 2, chap. XXIV): 

- » « We must obviate a certain mistake, lest any one should 
be persuaded, that whenever he has just cause given him, he is 
thereupon immediately obliged to declare war, or that it is warrant- 
able at any time for him to do so. On the contrary, it happens that 
it is commonly a greater piece of goodness and much more com- 
mendable to abate somewhat of our Right, than rigorously to 
pursue it. 

Applied to the impact in Berlin the “ ultimate firmness ” may not 
be the ultima ratio.—Yours faithfully, 


W. Kiem 
§1 Lancaster Gate, London, W.2 


Caleb Diplock 


Sir,—The article in your issue of July 31st and the judgment 
of the Court of Appeal must have caused some renewed search- 
ing of heart among lawyers as to whether justice, which is after 
all the end of the law, has been achieved: Many of them will 
share the distaste of Lord Goddard, who expressed in his 
judgment the hope that a private Act of Parliament would restore 
os the charities what Diplock had meant them to have and to 

eep. 

The plain man can understand that wills must be construed in 
accordance with the words actually used by the testator, so that 
the fatal words “charitable or benevolent” must be given their 
true legal effect. He can understand that the word benevolent 
is too vague for enforcement, and that the House of Lords, look- 
ing at the will as a whole, was right to reject the view that there 
was an over-riding charitable intention. ; 

But the plain man finds it hard to see why the whole gift should 
be void for uncertainty merely because the trustees, who did not 
in fact endow benevolences, had been given the option to do so. 


From The Economist ot 1848 


August 5, 1848 


Most householders, we believe, feel the advantages of the 
present general, and, for some time, almost uniform, cheapness 
of most of the necessaries and conveniences of hfe. Good 
bread is not more than sixpence the four-pound loaf. 

To mention another almost equally important item of house- 
hold expenditure—the best coals are now bought in London 
at 24s. per ton, and have not through the whole year been 
above 263... . 

We may refer, too, amongst many other things, to sugar 
and coffee. The latter, that used to cost 3s. per 1b,, is now 
purchased for 2s., and that which cost Is. 8d. or Is, 10d, is 
now purchased for Ils. The refined sugar, that used to be 
10d., 12d. or 14d, per lb., is now 6d. or 8d... . 

In many articles on which theréhas been no other reduction 

of duties except. in. their raw materials, nearly as great a 
reduction of prices has taken place as in coffee and sugar. 
Most articles of clothing, for example; are now much cheaper 
than they were. Hats, shoes and boots may all be bought at 
reduced prices, and they are made more convenient than 
formerly. Both hats and shoes are lighter, and better adapted 
to the head and the feet. More skill and ingenuity are em- 
ployed in constructing them. We have a greater variety of 
leather in use, and a great choice of materials for hats, while 
formerly there was little or nothing bur heavy calf-skin for 
the feet, and felt, with a little beaver, for the head. Fustian, 
broad cloth and kerseymere were the chief materials of men’s 
clothing a few years ago ; but now the choice is distracted by 
the variety of woollen substances appropriate for dress, 
We are not knowing in the drapers’ nomenclature, but we 
can see that the woven tissues with which ladies are now 
clothed are even more varied in their quality than reduced in 
price. The process does. not stop. with clothing. It extends 
to the furniture of our houses and to everything we require. 
The general reduction in. price is accompanied by an im- 
provement in quality and form. There is a perpetual exertion 
on the part of the industrious classes not only to supply society 
cheaply, but tastefully, elegantly and substantially. 
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He will think the sensible line would be to allow the money to 
go to charities but prevent it from going. to benevolences. 

it is too late to alter the law except by legislation, but for such 
a change there is a precedent im the very state of Victoria from 
which the Diplock plaintiffs come. The effect of the Victorian 
law is that in such cases as this the trustees must ignore the 
trusts other than those which are strictly charnable—Yours 
faithfully, 

TEMPLE Bar 


The World and the Dollar 


Sir,—In the editorial note on page 102 of The Economist of 
July 17th you say that it never occurred to you to consider an 
increase in the dollar value of sterling and other currencies. You 
go on to ask how, if the United States will always tend to sell 


Books and 


Marxism versus Socialism 


“ Communist Manifesto—Socialist Landmark.” A new Appreci- 
ation written for the Labour Party by Harold J. Laski. Allen 
and Unwin. 7s. 6d. 

“Makers of the Labour Movement.” Margaret Cole. Long- 
mans, 15s. 


PROFESSOR LASKI writes his appreciation of the Communist 
Manifesto as a convinced Marxist. He accepts without question 
the thesis of the Mamfesto and his “ new appreciation” does not 
include any examination of the correctness or otherwise of the 
Marxist analysis. But at the same time, he is a Western democrat. 
The dogmatism, the tyranny, the lies and the distortion of Com- 
munist practice today revolt him. His problem, therefore, is to 
reconcile the Marxism of Marx and the Marxism of the latter-day 
followers of Marx and the whole appreciation has really only one 
aim—to prove that Marx’s approach was far removed from the 
dogmatic claim of modern Communism to be the only truth and 
also from the driving urge for power and domination shown by 
every Communist party. 

Marx, says Professor Laski, never sought to found separate 
Communist movements, nor to dominate. progressive groups 
working towards the same goal. He quotes Marx’s speeches in 
favour of workers’ brotherhood and their “ fraternal concurrence,” 
and makes a point of the fact that when Lasalle organised the first 
workers’ party in Germany Marx made no attempt to found a 
rival one. Where, then, did the drive for power, the heresy 
hunting, the whole modern effort of Communist domination 
come from? Not from Marx, says Professor Laski. It comes 
apparently from a series of strategic manoeuvres made by Lenin 
in his attempt to keep control of the Communist central com- 
mittee between 1904 and 1907—snanceuvres which were repeated 
in the years before the 1917 Revolution and all of which tended 
to impose the dominant ruthless minority on the major part of 
the movement—a danger foreseen with perfect clarity by Rosa 
Luxemburg. By the time the successful revolution had put the 
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The Americans, a Study in National Character: 
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Documents on American Foreign Relations, July 1944- 
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abroad more than it buys abroad, can “a fall in the dollar—whigh 
would make the world want to buy still more from America ang 
enable. it to .sell still less—conceivably do anything but make the 
problem worse ?” as; 
But if A is trying to sell a lot for the little he wants, while B 
C and D are anxious to buy a lot for the little they have, how 
can a fall in the prices at which A sells to B, C and D do anything 
but gratify pro tanto the desires of all parties ? i 
It occurs to me that the discussion might be conducted in tem 
of elasticities of supply and demand—with more precision, if in 
less “ plain English.” The merits of following logic in this sphe 
are another matter.—Yours faithfully, tag 
25 Hillcroft Crescent, Ealing, W.5 HuGH TownsnHenp © 
[Mr Townshend is right—on the assumption that quantities aré com. 
trolled. But we were arguing, as we pomted out several times, about 
what would happen in a relatively free market.—EpiITor.]} Soe: 
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Publications 


seal on these tactics, they had become accepted as the Marxist 
method par excellence. But, Professor Laski argues, they. have 
nothing to do with the real Marx. i 

It is a difficult thesis to maintain. In the first place, few 
writings in history are as sweepingly dogmatic as the Communist 
Manifesto. For another, in the Manifesto itself, Marx devotes 4 
long and vindictive section to attacking breeds of Socialism which 
differ from his own—a section to which Professor Laski devote 
some careful bur on the whole inconclusive attention, But, above 
all, the thesis belies much of what is known of Marx’s habits of 
thought and action. Professor Laski conveys by a few hints the 
picture of a venerable leader growing old in wisdom and coun- 
selling working-class unity to the end. But Marx was a Nee 
intransigent character whose whole career was one long fight wit 
men who sought to work beside him in the labour movement— 
with Weitling, with Lasalle, with Bakunin—and whom he tried 
by every trick, intrigue and calumny at his disposal to displace. 
Unity he sought only under his own strict control. When control 
threatened to pass to others—as it did in the Communist League 
and later in the First Internationali—he broke the movement 
rather than lose the leadership. When Professor Laski writes that 
neither Marx nor Engels 

pretended to the kind of infallibility so absolute that it is entitled 

to establish an inquisition to enforce their dogmas, 
he is simply setting on one side an important section of the 
Manifesto and a large part of Marx’s life. 

This is no side issue. If there is continuity of outlook and 
method from Marx to Zhdanov, it is reasonable to ask whether 
part at least of the trouble does not lie not in later aberrations but 
in Marxism itself. If the Communist parties teday do so many 
things Professor Laski deplores with consequences so fr 
with disaster for the world, is it not a hypothesis at least worth 
entertaining that Marxism is in many ways a false guide both ® 
history and to progress? Professor Laski sweeps away this 
possibility in one remarkable statement: 

a century after its [the Manifesto’s}] publication, no one has beet 

able seriously to controvert any of its major pasitions. < 
Yet the major premise—that the passage of al] power, economic 
and political, to a state governing im the name of the working 
class will solve every political, economic 2nd mora: problem—s 
one of the most hotly debated issues of the day. It is one thing @ 
accept Marx’s prophecy that capitalism will create great upheavals. 
It is quite another to believe that Marxist Communism is the cure. 
And so much has happened since the 1917 Revolution to suggest 
the contrary that the fact can gravely trouble as convinced & 
Marxist as Professor Laski himself. : 

That dogmatic Marxism, with its clearcut ideas, its vast hype 
theses built on Hegelian abstractions, its prophecies of inevitadl 
class war and of the inevitable collapse of the bourgeoisie is ne 
the recipe for overcoming the defects and contradictions in 
trial society is suggested by Mrs Cole’s useful summary of the 


lives of fifteen precursors and pioneers of the British Labout 


Party. One of its most striking points is that there is hardly a@ 
ideologue among them, another that they retained their obstinate 


affection for the ideals of truth, justice and fair dealing white 


Marx contemptuously dismisses in the Manifesto as bourge 
claptrap. These men created a movement which by peace 
means, without violence or torture or secret police, has helpe: 


transform the “ bourgeois society” of Marx’s day to an unree t 
nisable extent. The gap between them and the stormy visionaly 


of the Commumst Manifesto is as wide as belief and outlook a ; 
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tradition can make it, and today the Communist inheritors of 
Marx’s bitter, narrow and dogmatic faith would be the first to 
sweep away the work and achievemesitS Of tfese More? moderate 
men. In the event, “ idealistic” and “bourgeoi€” Sogialism, to 
which many of Mrs Cole’s fifteen leaders belonged, has done 
more to create a decent and just society than scientifie-Marxism, 
Professor Laski is aware of this dilemma, but, a Marxist himself, 
he cannot admit that it is rooted in the Communist Manifesto 
itself. 


Advice to the Restless 


“Shall I Emigrate ?” By Roy Lewis and Arthur Frazer. 
Phoenix House. 284 pages. 15s. 


Tuis is a highly. practical, comprehensive, well-written and 
sensible compendium of information for the would-be emigrant 
of any class, economic. status. and qualification. It deals succes+ 
sively with Australia, New Zealand, Canada, South Africa and 
Southern Rhodesia ; for each, it provides, an overall sketch of 
economic and social conditions, an assessment of general prospects, 
and a discussion of particular industries and of agriculture, 
together with scales of wages, social security provisions, house- 
rents and taxation, advice on the purchase of property, full data 
concerning immigration regulations, assistance schemes, and 
transport costs, a bibliography for further reading, and—an 
admirable thought—the names and London addresses of the chief 
newspapers. Only those who have themselves not only travelled 
but actually lived in each of the Dominions could accurately check 
all the authors’ facts, judge their opinions, and pronounce on the 
fidelity with which they convey to the hitherto untravelled the 
intangibles which make so much for the happiness or unhappiness 
of the new settler. Such a check as is possible to the present 
reviewer results in the award of high but not quite maximum 
marks; no one would guess from the authors’ account that 
oppressive Low-Church-and-high-tea provincialism which so 
oddly deadens the freedom and energy of the Canadian atmo- 
sphere, or the tension and mutual intolerance between the 
seventeenth-century French Canadian mind and the twentieth- 
century Anglo-Saxon. On the other hand, nothing could be better 
than their account of the life of the Canadian farmer, the perspec- 
tive in which they set Canadian industry, or their advice to the 
would-be purchaser of a small-town business. 

Anyone opening this book with the notion that the Dominions 
are lands of limitless and easily-grasped opportunity, freedom and 
spaciousness will certainly be disillusioned. Opportunities and 
space are there, but only for those who are willing to work for 
them a good deal harder than is customary in the homeland— 
unless, of course, one can find oneself a niche in one of the 
antipodean trade-unionists’ paradises, and enjoy the benefits of a 
slow-motion five-day week, together with the certainty that if a 
kitchen pipe bursts at one minute past five on Friday it will have 
to go on spouting till Monday morning. On the whole, those 
likely to succeed in the Dominions are those likely to succeed at 
home ; those in especial demand in the Dominions are those in 
especial demand at home ; the advantages of emigration lie mostly 
in escape from the stratification of English society, from the 
climate, from ration books—and perhaps from the uncomfortable 
neighbourhood of Europe. These are advantages indeed ; and if 
they are offset for some people by the deoxygenated mental life of 
New-Balham-in-the-Great-Open-Spaces, well, the professional 
classes are notoriously discontented nowadays wherever they may 
oo themselyes, and need only stay and do their grumbling at 


History on the Spot 


“Berlin Reparations Assignment.” By B. U. Ratchford and 
William D, Ross, Chapel Hill. University of North Carolina 
Press (London: Geoffrey Cumberlege). 260 pages. 


EVERYONE concerned at the present crisis in Berlin should read 
this extraordinarily honest book. The authors were members of 
the American Reparations team in Berlin. ‘They set out simply 
0 give a personal account of the negotiations leading up to the 
Agreement on the Level of Industry to be retained in Germany. 
But in doing so they have produced an entirely authentic account 
of the workings of quadripartite government. Their. book catches 
history on the spot before it has hardened into generalisations. 
The opening chapters give an unsensational but vivid picture 
of Berlin in 1945, and a classic account of the confusion which 
's a Control Commission (be it British, French or American—or 
even perhaps Russian). The: State 
t0 take responsibility for OMGUS, instructions from Washington 


was unwilling - 
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came too seldom and too late, liaison was nebulous. Practically 
every unit was “ overstaffed, understaffed or poorly staffed” and 
changes in Orgatiisation wérefmever ending. VIPs came and went, 


distracting officials in Germany, and disseminating half-truths on 


their return home. 

‘The-authors-take up the story of American work on reparations 
before Potsdam, more especially the effect of the much-publicised 
Morgenthau Plan and the influence of the ambiguous Mr Pauley, 
which foreshadowed the ‘still greater ambiguity of the Potsdam 
Declaration. “The major issues on reparations had gone to the 
Potsdam Conference for setthement—but Potsdam had not settled 
them.” | Instead the: whole question was passed on to the newly 
established Control Council with the rider that a plan should be 
drawn up in six months. The politicians haying found he 
problem too thorny, it was left to technicians quite unused to 
handling such issues. 

The main body of the book deals with the negotiations which 
followed. On the whole the British and Americans put forward 
figures for each industry based on technical judgments; the 
Russians produced figures for bargaining purposes aimed at 
obtaining the largest possible amount of reparations; and the 
French came down on either side as their interests dictated. 
Finally, the still widely different figures of Western and. Russian 
proposals were “ married ” with. much horse trading. Agreement 
had been reached, but to what purpose ? If the final figures 
were to be taken seriously, they were intolerably low and 
unbalanced. If not, the agreement was meaningless, and the issue 
had merely been evaded again. 

Inevitably, the Western Powers found themselves unwilling to 
see reparations taken from Germany on this scale. General Clay 
discovered that the prewar production of steel in Germany was 
about twice as large as he had thought when leading the negotia- 
tions on, steel. (Not the least interesting feature of the book is 
the clear picture of the General which emerges). Some reason 
had to be found for abrogating the agreement. Fortunately the 
plan had stated as one of its assumptions “that Germany will be 
treated as a single economic unit.” This provided General Clay 
with a justification for discontinuing reparations deliveries from 
the American zone on his own responsibility only two months 
after the agreement was signed. 

The authors are not concerned to point the moral, which surely 
is that major political decisions should be taken 1n the right place 
and at the right time. The ordinary reader would perhaps. prefer 
fewer figures and more generalisations, but there is no need to 
cavil at a book which gives such an excellent account of how 
things really happened. 


Shorter Notices 


“The Structure of Industry.” By J. H. Jones. (Britain in the 
Future Series). Sampson:Low. 158 pages. 7s. 6d. 


FOLLOWING as it does on Professor Victor Morgan’s excellent 
“Conquest of Unemployment,” this is a disappoimting ‘book. It 
provides a competent factual summaty of modern economic organisa- 
tion and of its development since the early Industrial Revolution, 
it makes some good points about the control of industry under 
the joint-stock system, about the position of Trade Unions under 
free capitalism and under collectivism, about the basic changes in 
Britain’s economic position since the prewar era, and about the 
differences between peacetime and wartime economic objectives and 
standards. But a great part of Mr Jones’s space is taken up by a 
jejune and superficial statement of the standard case against col- 
lectivism (this has been done so often that it needs to be very well 
done to be worth doing at ail); he dismisses the whole of Keynesian 
economics in six lines, along with technocracy and. the Social. Credit 
movement, as a temporary fad. born of depression-psychology, and 
accepts the trade cycle as at once inexplicable and inevitable; he 
shrugs aside as totally unimportant the notion that monopolistic 
organisation or agreements have had anything to do with Britain’s 
technical backwardness ; and he displays throughout an unaccountable 
hankering for a return to the icies of prewar Conservatism. 
This was a book that needed writing—it is a long time since the 
subject was last tackled at the general reader’s level—and for want 
of anything better it will certainly be found useful; but it represenis 
an opportunity missed. 


*Econemic. Analysis.” . By Kenneth E. Boulding. Hamish 
Hamilton. 873 pages. 


Tuis. new edition of a standard textbook which has won universal 
appreciation among both students and teachers has been substantially 
revised to meet criticisms which greeted it on its first. publication. The 
major criticism—that, regarded, as an introductory study, it was really 
a good deal too. stiff—remains. valid; .but arrangement. has been 
improved, several sticky points cleared up, and a useful bibliographical 
chapter added. 
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AMERICAN SURVEY ‘2 





Labour’s Political Plans . 


(From Our US 


<< TN this election,” said a member of the Congress of Indus- 

trial Organisations’ political staff, “our members are 
not going to be for or against people as much as they are for 
or against things. They're not as interested in presidential 
candidates as they are in questions like: What can be done 
about prices ? When do we get housing ? Is there going to be 
war ?” 

The offices of the CIO’s Political Action Committee are full 
of activity. So is the brownstone mansion in Lafayette Square 
opposite the White House, the headquarters of the American 
Federation of Labour’s political agency, Labour’s League for 
Political Education. At the moment, in each case, the activity 
is centred on the Congressional districts rather than on the 
Presidential contest. 

The difference between the labour sections of the Republi- 
can and Democratic platforms is very considerable. The 
Republicans, in their review of their Congressional accomplish- 
ment, point with pride to the achievement of “a sensible 
reform of the labour law ” ; in labour matters, their pledges for 
the future are confined to a promise of “ continuing study to 
improve labour-management legislation in . the light of 
experience and changing conditions,” presumably by the Cof- 
gressional Committee, set up at the time of the passage of the 
Taft-Hartley Labour Act, which has Senator Joseph Ball as its 
present chairman. The Democrats, by contrast, advocate repeal 
of the Taft-Hartley Act, proposing in its stead legislation “to 
establish a just body of rules to assure free and effective collec- 
tive bargaining, to determine, in the public interest, the rights 
of employees and employers, to reduce to a minimum their 
conflict of interests, and to enable unions to keep their mem- 
bership free from Communistic influences.” In addition, they 
urge restoration of the recent cuts in the Labour Department’s 
budget and functions, extension of the coverage of the Fair 
Labour Standards Act, minimum wages raised to at least 75 
cents an heur, equal pay for equal work regardless of sex, and 
the extension of the social security programme. 

In view of these contrasts, it seems hardly rash to conjecture 
that most of labour will be in the Democratic camp by Novem- 
ber, supporting the national candidates for the Presidency as 
well as the local tickets for State officers and representatives in 
the Congress. But this support will probably be given without 
too much preliminary fanfare. Even now, on the Executive 
Committee of the AFL League, it would be hard to name mem- 
bers who are not for Mr Truman. Mr Jack Kroll, head of CIO- 
PAC, told an audience in his first speech after the Democratic 
convention: “It may be that they (the people) have found 
another champion. It may be that President Truman has found 
himself. At any rate he is wearing a new look, and I must say 
that the new look becomes him.” But the rumour of Republican 
victory is in the air, and both union officers and the rank and 
file share the rueful opinion that too public a backing of what 
may be the wrong horse could look foolish and might prove 
costly on the morrow of the election. 












‘* AMERICAN SURVEY” is drawn from three 
sources. Articles described as ‘‘ From Our US Editorial 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
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No such inhibitions take the edge off participation in the 
Congressional contests. Moreover, under today’s conditions 
labour’s concentration on the legislative arm of the Government 
illustrates what every schoolboy is told by every political scien 
tist. When an American President has imagination, and the 
capacity to capture the imagination of others, he can impose 
his will on Congress. Otherwise, a decentralisation of initiative 
takes place ; what happens in Congress in the next session will 
depend far more on the predilections of the individuals who 
are sent there than on any party discipline. Mr Truman's 
troubles with Congress are a matter of record, and even ‘men 
far surer than are most labour leaders that Mr Dewey’s pi 
gramme would be one they could support, are doubtful Ade 
he will get co-operation from a House whose dominant per 
sonalities include Mr Martin, the unrewarded Mr Halleck, Mr 
Allen, Mr Wolcott and Mr Taber. That is why labour cae 
it better to try to get what it wants directly, and to concentrate 
on the races for the Senate and the House. vi 
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The whole of the House (435 seats) and a third of the Senate 
(32 seats) are being contested. At present 245 seats inthe 
House are held by Republicans, 185 by Democrats, 4 are vacant, 
and there is the independent Mr Marcantonio. In spite of rock 
ribbed Maine and the solid South, at least a fourth of the seats 
are tenuously held, In the Congressional elections two yeats 
ago, the Republican candidate received 50 to §4 per cent of 
the major party vote in $6 districts in 23 states, and 40 to4 
per cent in §2 districts in 22 states—a total of 108 districts it 
32 states where contests were close. hs 

This year, the CIO estimates that there are 99 districts where 
the normal vote is close enough to make the district transfer 
able and where there is at least some CIO strength. The 
is more concentrated in its claims ; it plans to take action’ 
approximately 45 areas. Both offices (and the AFL structure 
includes an eraeerian arrangement with a number of the rai 
way brotherhoods) will supply their affiliates with get-out- 
vote publicity, manuals for precinct workers, cartoons and 2 
news service for union papers, and details of candidates’ records 
as well as financial help and aid of a confidential nature. The 
AFL League recommends that a candidate’s fitness for se 
support should be tested by his record on 14 key votes in i 
Senate, and 16 in the House ; among these the vote on tht 
Taft-Hartley Act ranks far ahead in importance, followed by 
those on other labour questions, on price and rent control; @ 
reductions in income and excess profits taxes, on Federal aid 
to schools, on housing and social security and on the European 
Recovery Programme. ; 

Only the staunchest of Democratic partisans predict enough 
change in the composition of the House to put the Republicans 
in the minority next January. But the special session of Com 
gress has concentrated people’s attention on the “ things” that 
most workers and their families think need attention ; Congre® 
sional failure to give them adequate attention will be — 
pointed out by Mr Truman and will undoubtedly sharpen & 
Congressional races. It may save Mr Dewey from having 
deal with a majority so large as to be unwieldy. ik 

But in the Senate the contest for control is real. The 
membership is §1 Republicans and 45 Democrats. Uf 
Fsdisepelc gop cay on ation at this time, 18 are held by Re 
licans 14 by Democrats. A shift of 4 would change ® 
organisation of the upper House ; a shift of 3 would produe 
an historic tie. Ten of the 14 Democratic seats are Deye™ 
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Republican reach in the still solid South. The remaining 4 are 
in Colorado, Montana, New Mexico and Rhode Island. Of 
the 18 Republican seats, the party admits that it is concerned 
over its hold on Oklahoma, Kentucky, West Virginia, Wyoming, 
Idaho and Delaware, and its opponents claim that Illinois, 
Minnesota and, possibly, Iowa should be added to the list. 

In some of these states, the Western ones particularly, labour 
has little strength ; the force it can muster will be» vigorously 
applied, but its effect will only be marginal. In some states, 
as in Kentucky, labour’s interest is in the primary contest for 
the Democratic candidate, and the degree of its effort in 
November will depend on the outcome of that race. (Primaries 
are held as late as September in a number of states.) In other 
states, notably in West Virginia, the extent of the labour turn- 
out will be a major factor. 

. * 


Mr Henry Wallace’s Progressive Party is now on the ballot 
in 44 states, so the Wallace-for-Pres‘dent poll will be nearly as 
complete as that for the major party candidates. The number 
of districts in which the new party will run Congressional can- 
didates, however, is likely to be much more limited. Final dates 
for nominations are still to come ip a good many states, but 
contests are now assured in twelve districts of California, in the 
Pittsburgh and Philadelphia areas of Pennsylvania, in all except 
two districts in New Jersey, in the Baltimore area of Maryland, 
and in New York. Senatorial candidacies are certain in New 
Jersey and Illinois and possible in Minnesota. While there will 
be scattered support for Mr Wallace from individual trade 
unionists and some top officials of unions dominated by the 
left wing, labour as a whole is not likely to be friendly to the 
Progressive nominees for Congress. A number of them have 
been placed in constituencies where their success would con- 
tribute to the return of a reactionary: the Senate races between 
Professor Paul Douglas and the present Senator, Mr “ Curly ” 
Brooks, in Illinois and between Mayor Hubert Humphrey and 
Senator Joseph Ball in Minnesota are cases in point, as well 
as the fight in California for Mrs. Helen Gahagan Douglas’ seat 
in the House. In the New York district where Mr Lee Press- 
man, former CIO counsel, is planning to run as a Progressive 
candidate, Republicans and Democrats have agreed on a coali- 
tion to block him. 

The main reason why feeling against the new party is not 
more intense around labour’s political headquarters is the con- 
viction that it has not enough strength to count. The Repub- 
licans think they can win in-Illinois and Minnesota against the 
Democrats and Progressives combined, and the Democrats fear 
they may be right, Nationally, the Wallace vote is assumed to 
be marginal. Of course, estimates of the total vote in November, 
at this stage, are more than dubious. There are some 94 million 
people of voting age in the population. The popular vote for 
the Presidency in 1944, when much of the population was, 
owing to wartime circumstances, far from its home base, was 
48,025,684. If the campaign gets really hot this year, it might 
not be unreasonable to expect a total of some 60 million votes. 

Just what percentage will go to Mr Wallace will depend on 
the state of the “things” that people are interesed in, out- 
Standingly on the prospects for war or peace. The Wallace 
demonstration in Philadelphia was an event of great political 
potentialities, staged at the wrong time and with the wrong man. 
The Neo-Nuremberg design of the spectacular rally at Shibe 
Park was ominously familiar: emotion roused through over- 
simplification, music, lights, a great majority that was idealistic 
and naive, a skilfully deployed minority that was neither. But 
in July, 1948, two essential elements were lacking. The sound- 
ing board which gives resonance to such a summons is an 
unhappy people. The week when average factory wages reach 
an all-time high of $52.81, and when 61.5 million people are 
employed, is a poor week for such a summons, even if the 
r says that purchasing power is being destroyed by in- 
. Secondly, Mr Wallace’s performance was that of a 
Speaker, not a leader. The ovation he got when he drove 
around the field was climactic, but at the secrpphone the Vice- 
Presidential candidate,.the crooning Mr. Taylor; did_better. 

hat Huey Long could have done in that setting, even in these 
times, is another matter altogether. 
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American Notes 
Political Answer for the President 


Once President Trumam-had» presented his Message to the 
special session of Congress, the imttiative passed to the Republican 
majority. He had been greeted with sullen bitterness by all but 
his own supporters, and it is not surprising that his frankly 
political summons has received an equally political answer. One 
of the eleven points on which he asked for action was civil rights 
legislation and, most oppertunely, the only Bill ready for con- 
sideration by the Senate was the anti-poll tax Bill, forbidding the 
State taxes which have restricted negro voting in the South. The 
Southern Democrats have been filibustering—refusing to allow a 
vote to be taken—not on the Bill itself, but on the motion that it 
should be debated while Committees are considering the Presi- 
dent’s other requests. It has been ruled that the closure is not 
applicable in these circumstances and the Southerners have also 
filibustered against the attempt to appeal against this ruling. The 
Republican leaders, who rejected a compromise suggested by the 
Democrats, could hardly have hoped for a more convenient 
development, since it gives them an adequate alibi for their 
failure not only to fulfil the civil rights promises im their platform 
but to act on the President’s other requests. They have the 
additional satisfaction of knowing that the breach in the Demo- 
cratic Party has been widened. 

An immediate return home was suggested in some quarters, 
but the Republicans decided to stay for a short session and to 
put up an appearance of considering the President’s programme 
constructively. Mr Dewey favoured this approach, but he does 
not wish attention to be diverted for long to the Congressional 
aspect of Republicanism, so’much less attractive than that which 
he presents. Nor does want to take a stand on the issues raised 
by the President, since on some of them at least his position is 
embarrassingly nearer to Mr Truman’s than to that of the 
Republicans in Congress; the unity .of.the_party might thus be 
imperilled. Mr Dewey is therefore holding himself. firmly aloof 
from the special session, but his campaign manager, Mr Brownell, 
has hastened to establish a link by opening his headquarters in 
Washington. 

President. Truman did not suggest that the foreign..situatien 
was sufficiently critical to justify his emergency call to Congress, 
but this situation nevertheless forms a background to much of the 
comment on the special session. It is feared that the apparent 
indecision and political ineptness of both parties may-give a false 
impression abroad of American strength and determination. Mr 
Dewey has done his best to banish this by his statement, which 
carries the weight of official Republican policy, that the United 
States must not surrender its rights in Berlin under duress/° The 
Situation is, in his view, critical largely because of the Administra- 
tion’s incompetence, but “the present duty of Americans is not 
to be divided by past lapses, but to unite to surmount present 
dangers.” 

+ > . 


Pandora’s Box Stays Shut 


The Republican leaders have now abandoned the attempt to 
pass the anti-poll tax Bill at this session, in order that the Senate 
may, deal with other legislation before adjourning at, or shortly 
after, the end of this week. Congress does not apparently intend 
to do much, apart from perhaps approving the credit controls 
discussed in a later note, although some Republicans regret that 
it is not making better use of its opportunity to fill some of the 
gaps in its fecord. Thereds, however, a good chance that the lian 
for the United Nations headquarters may be approved and the 
displaced persons legislation may be reconsidered. The ratifica- 
tion of the international wheat agreement, for which the President 
also asked, may be held to be too complicated and =too con-* 
troversial for anything to be done at present. This is the feeling 
of the Republican leaders about most of the President’s pro- 
gramme. They say, with justification, that it is a programme for 
a full session of a new Congress with a fresh electoral mandate. 
Only urgent legislation is suitable for an emergency session and 
Mr Truman can hardly have thought that he would be taken 
seriously, Certainly the Republicans have no intention of “ open- 
ing the Pandora’s box of the legislative calendar.” 

The President is not expected to recall Congress again, as he 
has power to do, but he will appeal.to the voters.so condemn 
the Republicans for its failures. The refusal to alter the Taft- 
Hartley Labour Act and to increase minimum wages will pay 
him as good dividends in labour votes as will the half-heartedness 
of his request for wage controls. Congress itself is aware of the 
criticisms which will be aroused by lack of housing legislation 
aaj may do something in this direction, but it has evidently been 
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deterred from going on with the Taft-Ellender-Wagner Housing 
Bill by the belated realisation that this would add to inflationary 
pressures. This weakness of the Bill is at last a matter of fairly 
general discussion, but it is doubtful if it will carry much weight 
with the voters who are looking for somewhere to live. 

The Republican readiness to assume these political liabilities 
is proof that the party is still certain of victory in November. 
It has not, however, found it wise to take so lightly the rise in the 
cost of living, the emergency by which Mr Truman justified his 
recall of Congress, asserting that it could not be allowed to go 
unchecked for another eight months, The full impact of recent 
increases in wages and in the price of metals has not yet been 
felt, but the consumer price index has reached a new high, 170 
per cent of the 1935-39 average, nearly ten per cent above a year 
ago. The chief rises are in meat and eggs, but automobiles and 
“Lucky Strike” cigarettes are also up. According to Dr Gallup 
city families are spending an average of $25 a week on food, 
compared with $11 in August, 1942. 

These statistics reinforced the President’s case, as did the mid- 
year report of his Council of Economic Advisers, although it is 
suggested that the latter may have been adjusted to suit current 
political requirements. There are many in Congress who believe 
that the price peak has been reached and who insist that the 
present situation is largely the result of the Administration’s own 
policies and that sufficient powers to deal with it already exist. 
These arguments justify, to some extent, the view that Mr Truman 
has turned the spotlight on high prices for purely political reasons. 
For these. same. reasons, the Republicans can hardly afford to 
adiourn without some attempt to deal with the situation, although 
they are determined to ignore the President’s requests for excess 
profits taxes, for price and wage controls and for rationing powers. 


* * * 


Inflation and Bank Credit 


The most striking feature of the Congressional hearings so 
far, however, is the reluctant admission by Mr John Snyder, 
Secretary to the Treasury, that the situation now demands a closer 
contro! of consumer (instalment) credits, and, more important, 
higher reserve requirements for member banks in the Federal 
Reserve system. A measure now before Congress calls for a flat 
percentage addition to the minimum reserves required tobe held 
against net demand deposits, from 14 to 24 per cent for country 
banks, from 20 to 30 per cent for reserve city banks, and from 
26 to 36 per cent for banks in New York and Chicago. Coupled 
with these increases, there would be an increase in requirements 
for time deposits ftom 6 to ro per cent. (The British banks work 
to a ratio of 8 per cent against the total of demand and time 
deposits.) 

At the time of writing, there seems to be at least an even chance 
that this measure will be pushed through Congress. If it goes 
through, it will be important, not only because of the additional 
powers which will then be held by the Reserve Board (this weapon, 
held in reserve, might alone be sufficient to impose sufficient 
restraint), but because it will mark the close of the Treasury’s 
brief-lived bout of expansionist policy inthe face of continuing 
boom. Mr Marriner Eccles would like higher reserve require- 
ments for all commercial banks on.a scale which would add $12 
billion to present reserve requirements. But if applied only to 
the member banks in the Reserve system, the addition would be 
at least $8 billion: this is not an altogether insurmountable barrier 
to the process of credit expansion through “ debt monetisation ”— 
the commercial banks held. $66 billion of government securities 
in April—but it is a formidable, and unprecedented, addition to 
Monetary controls, and would surely impose sufficient restraint 
over the measurable future. At the end of June the member banks 
had total reserves of $17.4 billion, and they held “ excess” reserves 
(ie., in excess of requirements) amounting to $700 million only. 

If such a measure passes, President Truman’s decision to hold 
an emergency session will-be justified. But, assuming that he and 
his advisers are determined to use these powers, it must be 
admitted that he is luckier than he deserves, for initial testimony 
in Congress showed all the sorry pattern of muddle and confusion 
in the Administration so clearly in evidence eight months ago. 
Mr Snyder praised.the voluntary efforts made by commercial 
banks to restrain inflation, and only grudgingly admitted the need 
for official restraint. Mr Paul Porter, former Price Administrator, 

tappeared with something like his old crusading fervour, to 

for price controls and for powers to allocate and ration, and 

even found the courage to advocate the dreaded “ roll-back ” of 
Price levels to a point at some undetermined date in the past. He 
Was. met naturally (and ‘quite erroneously) ‘with howls from the 
ican ranks suggesting that the police state and the Office 

of Price Administration-were-just-around the corner. Mr Porter, 
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however, carries no conviction in 1948: he may take his duties 
seriously, but Congress certainly does not. 

Tt was left, as usual, to Mr Marriner Eccles to provide some- 
thing like a cogent argument, which incidentally dismissed Mr 
Porter as a “ futile ” advocate, and which Genounced the Treasury’s 
policy with the blunt assertion that Mr Truman’s battle is not 80 
much with the legislative as within the executive branch. A new 
and far more courageous Administration will be needed to resolve 
the conflict between the Treasury and the Reserve Board. But 
that conflict and Mr Porter’s palliatives can be disregarded if 
Congress gives new powers to the Reserve Board on the scale 
now suggested by Mr Eccles. 


* *x * 
DP Delays ‘ 


Mr Truman has finally chosen the men who will be responsible 
for moving displaced persons from European camps to. the 
United States. The Commission includes Mr Ugo Carusi, former 
Commissioner of Immigration, who has been working with the 
State Department on DP affairs.. Although the nominations are 
unlikely to be approved by the Senate before the new Congress 
assembles in January, the Commission will presumably proceed 
meanwhile with the arrangements for transferring the refugees. 
There is still a possibility that Congress may do something at the 
special session to improve the discriminatory Displaced Persons 
Act which it passed before adjourning in'June. Not only did it 
emasculate the Bill but it reduced. by half the Administration’s 
request for $4,000,000 to operate the plan. President Truman 
has now asked for the restoration of this cut but, as the Republican 
leaders have declared that no appropriations will be voted at the 
special session, it looks as if Mr Truman was speaking more for 
his political record than for the refugees. 

If sufficient money had been voted to operate the original plan, 
205,000 DPs could have expected to start a new life in the United 
States by 1950. It is now thought that only about 50,000 refugees 
can emigrate to the New World in the next 12 months. Shortage 


. of shipping space is one of the chief problems and this is largely 


due to inadequate funds. 

Meanwhile the State Department and other agencies are being 
inundated by letters offering all sorts of jobs to DPs, ranging from 
baby sitters to-bakers.” Many states have ser up local organisations 
and the New York State Committee estimates that up to 50,000 
could be employed in that state alone ; because New York is the 
centre of the clothing industry, openings for skilled garment 
workers are plentiful, while in other parts of the country agricul- 
tural workers are needed. It would be well if the refugees 
could be moved quickly into these jobs while they are still avail- 
able, but at present it does not look as if even a first contingent 
would arrive for some months ; should the programme drag or 
be mishandled, enthusiasm might shrink in proportion to housing 
and other difficulties, and should there be even the hint of a 
depression, the goodwill and good opportunities might evaporate 
rapidly. . < i 

* 


Midsummer Spy-Scare 


A Republican Congress, recalled to Washington in the heat 
of summer and of an election year, was sure to seek some quick 
means of subjecting the Democratic Administration to even more 
extreme heat. Almost unbelievably suitable fuel was available: 
Washington was full of rumours of a blonde bombshell, who had 
been assisting the Federal Grand Jury in the inquiry which led 
to the recent indictments ‘against the twelve leading American 
Communists. She turned out to be a brunette bluestocking, but 
in every other way Miss Elisabeth. Bentley was. better than. any- 
thing that even the Un-American Activities Committee could 
have hoped for. Her evidence was made up of casual references 
to aircraft plans, the date of D-Day, cover names, secret trysts, 
microfilms, Communist networks and financial links with Holly- 
wood (which must now be longing to establish a contractual! link 
with Miss Bentley personally). 

The privilege and publicity of appearing before two Congres- 
sional Committees simultaneously in the silly season—the Senate 
Committee on Expenditures was. the other—seems to have gone 
to Miss Bentley’s head and she splashed the mud of her Com- 
munist associations on leading Washington figures with a 
liberality that shocked even somé of the members of the Un- 
Ameri Actiyities Committee. Her connections with Mr 
Lat Currie and Mr Hatry White were extremely vague and 
Mr-Lippmann’s ex-secretary had only given her access to his 
files when he was out of town. Miss Bentley became involved 
in the Communist spy system through her love life rather than 
her convictions, but her evidence had ramifications spreading all 
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through the Government service and leading to at least. thirty 
officials, many of them in important positions. Her efforts to 
implicate them were presumably an attempt to atone for her past 
misdeeds and to repair the damage she had done. There is said 
to be independent evidence in support of many of her charges 
and some of them were also repeated by Mr Louis Budenz, the 
reformed editor of the Daily Worker, and by Mr Whittaker 
Chambers, a senior editor of Tume magazine, who saw the error 
of his Communist ways in 1939. Both of them followed Miss 
Bentley on the witness stand and their reasons for giving evidence 
were probably the same as hers. 

Mr Chambers’ particular target was Mr Alger Hiss, late of 
the United States delegation to the United Nations and now cf 
the Carnegie Endowment for International Peace. Mr Currie 
was Mr Roosevelt’s personal representative in China, Mr Harry 
White was American representative on the International Monetary 
Fund, Mr Lippmann is of course inseparable from his inter- 
nationalist views. It looks as if this latest Communist scare may 
bring into disrepute not merely, as usual, the efficiency of the 
Government’s methods of checking the loyalty of its employees, 
but American participation in international organisations. “The 
biggest witch hunt of all time ” is promised and it should comfort 
Colonel McCormick and Ms William Randolph Hearst in their 
declining years. 


Shorter Notes 


The President signed the Bill extending the terms of all the 
Atomic Energy Commissioners for two years, since, if he had 
vetoed it, their appointments would have lapsed on August Ist 
and he felt that even the limited continuity in the present Bill was 
better than nothing. Under the original Atomic Energy Act, the 
Commissioners were to serve fcr staggered terms of from one to 
tive years and Mr Truman felt that the new measure, which in 
effect gives the next President the right to make full term appoint- 
ments, was not in the public interest “ since it invests the atomic 
energy programme with an aura of uncertainty and of partisan 
politics.” * 


In its preliminary recommendations for 1949 to state agricul- © 


tural councils the Department of Agriculture set a goal for wheat 
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of 71,500,000 acres, 8 per cent, below this year. The wheat 
—though still the second largest on record—has been 
because it is hoped that farmers will return their marginal 
to grazing lands in order to reduce the dangers of soil erosion, 
In an attempt to balance current meat demands with the 
servation of adequate stocks for the future, the Department 
recommended the slaughter of 32 million head of beef cattle 
mid-1949 and a reducuon this year of 500,000 in the number of 
beef cows. 
* 4 

Judge Hincks, of a Federal District Court in Connecticut, hg 
upheld the clause in the Taft-Hartley Act whicn forbids canal 
tures by labour unions for political ends. A local Ameri 
Federation of Labour union had challenged the law by usi 
union funds for newspaper advertisements and the purchase | 
radio time for a political broadcast. The Judge emphasised thy 
the case differed from the ene recently before the Supreme Go 
because in that case the moneys involved had been used to publi 
a union periodical instead of advertising in a newspaper of general 
circulation, The. union hopes to take the case to the Sy 
Court, but it is doubtful if a final test case can be made bee 
the election. 







The State Department is to take full responsibility for the 
“Voice of America ” broadcasts from next October, but will leag 
the necessary facilities from the broadcasting companies, which 
have been preparing 74 per cent of the scripts. This change 
policy is the result of the trouble with Congress in May overa 
programme beamed to Latin-America, in which sections of the 
United States were critically described. It is expected that ther 
will be a reduction in the number of broadcasts, at least to ares 
outside the Russian propaganda orbit, alchough Congress voted 
substantially the funds requested by the State Department for 
the fiscal year. The Department will itself prepare and br 
all news programmes, but it will arrange with private agencies 
for. the production of feature programmes. Until October the 
department will supervise all programmes “ farmed out.’ «9 
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TRACKING THE ATOM 


You see here the disintegration of a single radio-active atom. 
The arms of this curious hieroglyphic are the tracks made on 
a special ‘Kodak’ photographic plate by the particles emitted 
by the atom. This is just one example of how applied photo- 
graphy is aiding research ; in science and industry, photography 
is often the only possible way of recording phenomena. 


Have you a probiem for Applied Photography to Solve ? 
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THE WORLD OVERSEAS 





Two-Year Plan for the Russian Zone 
(From Our Special Correspondent) 


A LONG-TERM production plan for the British economy, 
announced at a Labour party conference, would be considered 
merely as that party’s view of how the country’s economic 
problems should be tackled. If such a’ plan were represented as 
the official programme for the future, by virtue of its announce- 
ment at the congress of the leading political party, there would 
be a constitutional uproar. Things are different in the Russian 
zone of Germany. There the Two-Year Plan for economic de- 
velopment was announced at the meeting of the Central Committee 
of the Communist-controlled Socialist Unity Party (SED). The 
Committee’s Chairman, Otto Grotewohl, launched it with a 
statement that it was no imaginary popular power which 
supported this plan, but solely the power of the SED 
which was in a position to mobilise the energy of the people, to 
direct it and to bring it to its maximum usefulness. The people 
would stand helpless in face of the economic problem. Not only 
must this plan be considered as official, but its execution by all 
German administrative and political bodies is intended forthwith. 


The experts of the German Economic Commission, the highest - 


German administrative authority in the zone (described in The 
Economist of June 12, p. 973) were called in to submit details 
of plans for the various spheres of the economy. They worked 
under repeated directives from the SED emphasising that mem- 
bers of the party occupying administrative positions must con- 
sider themselves primarily as its political executives. So the 
German Economic Commission is committed to this plan through 
its many SED members who assisted in its preparation. It must 
be assumed that the plan also has the full support and backing-of 
the Russians who ordered its preparation. 


Figures versus Facts 


This is, of course, by no means the first plan. Both the occupa- 
tion authority (SMA) and its subordinate German organisation 
have long been indulging in an orgy of planning. Thus the annual 
balance sheet of each department in the Economic Commission 
contains three plan figures for each figure of actual production ; 
the figures of the SMA plan, of the central administration plan and 
of the plans of the provinces. In 1947 the plan of the SMA called 
for a total industrial production to the value of 4,165,542,000 RM 
(1944 prices), the central administration plan for a total of 
4:651,457,000 RM, and the sum of the provincial plans for a 
total of §,128,918,000 RM. Actual production during the year 
1947, according to the statistics of the German Economic Com- 
mission, was to the value of 4,085,499,000 RM. This figure re- 
presents the many duplications of a gross valuation. Moreover, 
deterioration of quality, transport difficulties and the many shor- 
tages of secondary products in consumer industries would reduce 
the market value in 1944 prices considerably. ‘Thus, in the tool 
industry the shortage of certain steels made impossible the pro- 
duction of finished machine tools, yet the resultant excess of 
component parts was still counted at its full value. The makers 
of the Two-Year Plan have not only three years’ experience of 
copious planning, but have already acquired a technique of using 
figures to hide facts. 

As a document of economic planning, this is a sorry effort. 
Production figures are rarely given and future plans are stated 
almost exclusively as percentages of present or past production. 
Such percentages entirely ignore important qualitative differences, 
particularly in agriculture. Even without actual figures discre- 
pancies are evident. Thus the total level of production is to be 
Taised 10 13§ per cent of 1947; while coal production is to be 
raised only to 121 per cent. Coal shortage has been one of the 
main problems confronting the Russian zone. So since the Two- 
Year Plan calls for large-scale expansion of mines, factories and 
heavy industrial equipment, the relative increase in coal production 
would have to be much larger than the estimated rise in total 
industrial output. In order to achieve a 35 per cent increase of 
Production, the output of coal would have to be raised by between 
50 and 60 per cent, particularly as 95 per cent of coal produced 
m the Soviet zone is brown coal, which is wasteful when used in 
tansport and industry. ° , 

Two questions have to be asked about the plan. First, is the 


planned increase in production really possible ; second, if so, is it 
sufficient to meet the minimum needs of the zone? It must 
be remembered that, generally speaking, production in 1947 
was rather lower than production in 1946, owing to the disastrous 
winter weather and the intensified dismantling during the latter 
part of 1946. ‘Thus an increase in brown coal production to 123 
million tons in 1950 represents am increase of 23 per cent over 
1947, but an increase of only 11 per cent over 1946, and would still 
only be 83 per cent of 1943. ‘The intended production of 
briquettes (32 million tons in 1950) does, indeed, represent an 
increase of 23 per cent over 1947, but it requires a large building 
programme for briquette-making plants, heavily reduced by dis- 
mantling. The quality of briquettes—not mentioned in the plan 
at all—has also deteriorated since the war by an increase of water 
content from 1§ to 22 per cent. 

Similar difficulties arise over steel production, which is at 
present stated to be 400,000 tons. This figure is exaggerated, actual 
output being nearer 300,000 tons. New building and enlargement 
of the zone’s three steel foundries is to produce another 400,000 
tons of steel by 1950. Again this figure is on the large ‘side. 
Yet the total production by’ 1950 is to be 875,000 tons, leaving a 
mysterious gap of 75,000 tons unexplained. The remaining few 
small foundries have a maximum yearly production of only 25,000 
tO 30,000 tons. 

The planned increase in production of cellulose seems particu- 
larly striking at 250 per cent over 1947. In 1946 production 
totalled 38,000 tons, compared to the 1947 production of 35,000 
tons, of which 17,000 tons were produced by the Russian-owned 
firm of Agfa-Wolfen. Yet it must be remembered that in 1942 
the zone produced 125,000 tons, or half the production of all 
Germany. Thus this wonderful increase of 250 per cent would 
still only be 67 per cent of 1943. It may further be doubted 
whether the figure of 84,000 tons for 1950 can, indeed, be reached. 
For dismantlings have been heavy and half the present plant is 
owned by the Russians, who may deny its product to the German 
market. 

In consumer industries the position is equally acute. Here 
the plan gives repeated warnings of continuing and irremediable 
shortages. Not only has their capacity been much reduced by dis- 
mantling, but the whole programme is dependent on imports of 
raw materials. Where the raw materials are to come from and 
how they are to be paid for is not mentioned, Presumably com- 
mission manufacturing cannot be included in the totak production 
programme. In the leather industry, for example, production has 
fallen from 18,000 tons in 1946 to 16,500 in 1947, and is estimated 
at between 15,000 to 16,000 tons in 1948, since the zone is now 
entirely dependent on home produced skins. Significantly not 
even percentage increases are given for these industries. The plan 
confines itself to ifs, buts and pious hopes. 


Drain of Reparations 


Of the total output planned for 1950, 50 to 60 per cent of the 
total value would go for reparations if the present programme were 
continued. Apart-from a promise that the quantities of wool, 
cotton and rags te be imported from the Soviet Union will not 
be used for reparations goods, this large chunk out of the German 
economic cake is not mentioned at all. As the SED would be the 
first to emphasise the reduction of reparations as a sign of Russian 
generosity, it is safe to assume that the flow of raw materials and 
manufactured goods to the East will continue unabated. This 
would mean that over half the value of the total output of 1950 
would be lost to the German economy. In addition, all imported 
raw materials which go into reparations goods would continue to 
be paid for—as at present—out of German exports. As materials 
such as leather, which are in shortest supply in Germany, are 
scarce elsewhere, the demands of the reparations programme will 
be particularly heavy on such scarce consumer goods, 

According to the plan each person in the zone is to receive 
one pair of shoes of substitute material in 1950. This means using 
25 per cent of the total artificial rubber production only for soles. 
Even if this can be achieved, the needs of footwear would still 
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through the Government service and leading to at least. thirty 
officials, many of them in important positions. Her efforts to 
implicate them were presumably an attempt to atone for her past 
misdeeds and to repair the damage she had done, There is said 
to be independent evidence in support of many of her charges 
and some of them were also repeated by Mr Louis Budenz, the 
reformed editor of the Daily Worker, and by Mr Whittaker 
Chambers, a senior editor of Time magazine, who saw the error 
of his Communist ways in 1939. Both of them followed Miss 
Bentley on the witness stand and their reasons for giving evidence 
were probably the same as hers, 

Mr Chambers’ particular target was Mr Alger Hiss, late of 
the United States delegation to the United Nations and now cf 
the Carnegie Endowment for International Peace. Mr Currie 
was Mr Roosevelt’s personal representative in China, Mr Harry 
White was American representative on the International Monetary 
Fund, Mr Lippmann is of course inseparable from his inter- 
nationalist views. It looks as if this latest Communist scare may 
bring into disrepute not merely, as usual, the efficiency of the 
Government’s methods of checking the loyalty of its employees, 
but American participation in international organisations. “The 
biggest witch hunt of all time ” is promised and it should comfort 
Colonel McCormick and Ms: William Randolph Hearst in their 
declining years. 


Shorter Notes 


The President signed the Bill extending the terms of all the 
Atomic Energy Commissioners for two years, since, if he had 
vetoed it, their appointments would have lapsed on August Ist 
and he felt that even the limited continuity in the present Bill was 
better than nothing. Under the original Atomic Energy Act, the 
Commissioners were to serve for staggered terms of from one to 
five years and Mr Truman felt that the new measure, which in 
effect gives the next President the right to make full term appoint- 
ments, was not in the public interest “ since it invests the atomic 
energy programme with an aura of uncertainty and of partisan 
politics.” * 


In its preliminary recommendations for 1949 to state agricul- © 


tural councils the Department of Agriculture set a goal for wheat 
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of 71,500,000 acres, 8 per cent, below this year. The wheat Boal 
—though still the second largest on record—has been reduced 
because it is hoped that farmers will return their marginal acreage 
to grazing lands in order to reduce the dangers of soil erosion, 
In an attempt to balance current meat demands with the pre. 
servation of adequate stocks for the future, the Department has 
recommended the slaughter of 32 million head of beef cattle by 
mid-1949 and a reduction this year of 500,000 in the number of 
beef cows. 
* 


Judge Hincks, of a Federal District Court in Connecticut, has 
upheld the clause in the Taft-Hartley Act whicn forbids expendi: 
tures by labour unions for political ends. A local American 
Federation of Labour union had challenged the law by usig 
union funds for newspaper advertisements and the purchase of 
radio time for a political broadcast. The Judge emphasised thar 
the case differed from the ene recently before the Supreme Cour 
because in that case the moneys involved had been used to publish 
a union periodical instead of advertising in a newspaper of general 
circulation. The, union hopes to take the case to the Supreme 
Court, but it is doubtful if a final test case can be made before 
the election. 

* 


The State Department is to take full responsibility for ‘the 
“Voice of America” broadcasts from next October, but will lease 
the necessary facilities from the broadcasting companies, whith 
have been preparing 74 per cent of the scripts. This change ¢f 
policy is the result of the trouble with Congress in May over a 
programme beamed to Latin-America, in which sections of the 
United States were critically described. It is expected that there 
will be a reduction in the number of broadcasts, at least to areas 
outside the Russian propaganda orbit, alrhough Congress voted 
substantially the funds requested by the State Department for 
the fiscal year. The Department will itself prepare and broadcast 
all news programmes, but it will arrange with private agencies 
for. the production of feature programmes. Until October. the 


department will supervise all programmes “ farmed out.” 
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THE WORLD OVERSEAS 





Two-Year Plan for the Russian Zone 
(From Our Special Correspondent) 


A LONG-TERM production plan for the British economy, 
announced at a Labour party conference, would be considered 
merely as that party’s view of how the country’s economic 
problems should be tackled. If such a plan were represented as 
the official programme for the future, by virtue of its announce- 
ment at the congress of the leading political party, there would 
be a constitutional uproar. Things are different in the Russian 
zone of Germany. There the Two-Year Plan for economic de- 
velopment was announced at the meeting of the Central Committee 
of the Communist-controlled Socialist Unity Party (SED). The 
Committee’s Chairman, Otto Grotewohl, launched it with a 
statement that it was no imaginary popular power which 
supported this plan, but solely the power of the SED 
which was in a position to mobilise the energy of the people, to 
direct it and to bring it to its maximum usefulness. The people 
would stand helpless in face of the economic problem. Not only 
must this plan be considered as official, but its execution by all 
German administrative and political bodies is intended forthwith. 

The experts of the German Economic Commission, the highest 
German administrative authority in the zone (described in The 
Economist of June 12, p. 973) were called in to submit details 
of plans for the various spheres of the economy. They worked 
under repeated directives from the SED emphasising that mem- 
bers of the party occupying administrative positions must con- 
sider themselves primarily as its political executives. So the 
German Economic Commission is committed to this plan through 
its many SED members who assisted in its preparation. It must 
be assumed that the plan also has the full support and backing-of 
the Russians who ordered its preparation. 


Figures versus Facts 


This is, of course, by no means the first plan. Both the occupa- 
tion authority (SMA) and its subordinate German organisation 
have long been indulging in an orgy of planning. Thus the annual 
balance sheet of each department in the Economic Commission 
contains three plan figures for each figure of actual production ; 
the figures of the SMA plan, of the central administration plan and 
of the plans of the provinces. In 1947 the plan of the SMA called 
for a total industrial production to the value of 4,165,542,000 RM 
(1944 prices), the central administration plan for a total of 
4,651,457,000 RM, and the sum of the provincial plans for a 
total of 5,128,918,000 RM. Actual production during the year 
1947, according to the statistics of the German Economic Com- 
mission, was to the value of 4,085,499,000 RM. This figure re- 
presents the many duplications of a gross valuation. Moreover, 
deterioration of quality, transport difficulties and the many shor- 
tages of secondary products in consumer industries would reduce 
the market value in 1944 prices considerably. Thus, in the tool 
industry the shortage of certain steels made impossible the pro- 
duction of finished machine tools, yet the resultant excess of 
component parts was still counted at its full value. The makers 
of the Two-Year Plan have not only three years’ experience of 
copious planning, but have already acquired a technique of using 
figures to hide facts. 

As a document of economic planning, this is a sorry effort. 

ion figures are rarely given and future plans are stated 
almost exclusively as percentages of present or past production. 
Such percentages entirely ignore important qualitative differences, 
Particularly in agriculture. Even without actual figures discre- 
Pancies are evident. Thus the total level of production is to be 
faised to 13§ per cent of 1947, while coal production is to be 
raised only to 121 per cent. Coal shortage has been one of the 
Main problems confronting the Russian zone. So since the Two- 
Year Plan calls for large-scale expansion of mines, factories and 
heavy industrial equipment, the relative increase in coal production 
Would have to be much larger than the estimated rise in total 
al output. In order to achieve a 35 per cent increase of 
Production, the output of coal would have to be raised by between 
50 and 6o per cent, particularly as 95 per cent of coal produced 
im the Soviet zone is brown coal, which is wasteful when used in 
Wansport and industry. > 
Two questions have to be asked about the plan. First, is the 


planned increase in production really possible ; second, if so, is it 
sufficient to meet the minimum needs of the zone? It must 
be remembered that, generally speaking, production in 1947 
was rather lower than production in 1946, owing to the disastrous 
winter weather and the intensified dismantling during the latter 
part of 1946. Thus an increase in brown coal production to 123 
million tons in 1950 represents an increase of 23 per cent over 
1947, but an increase of only 11 per cent over 1946, and would still 
only be 83 per cent of 1943. “The imtended production of 
briquettes (32 million tons in 1950) does, indeed, represent an 
increase of 23 per cent over 1947, but it requires a large building 
programme for briquette-making plants, heavily reduced by dis- 
mantling. The quality of briquettes—not mentioned in the plan 
at all—has also deteriorated since the war by an increase of water 
content from 1§ to 22 per cent. 

Similar difficulties arise over steel production, which is at 
present stated to be 400,000 tons. This figure is exaggerated, actual 
output being nearer 300,000 tons. New building and enlargement 
of the zone’s three steel foundries is to produce another 400,000 
tons of steel by 1950. Again this figure is on the large side. 
Yet the total production by 1950 is to be 875,000 tons, leaving a 
mysterious gap of 75,000 tons unexplained. The remaining few 
small foundries have a maximum yearly production of only 25,000 
to 30,000 tons. 

The planned increase in production of cellulose seems particu- 
larly striking at 250 per cent over 1947. In 1946 production 
totalled 38,000 tons, compared to the 1947 production of 35,000 
tons, of which 17,000 tons were produced by the Russian-owned 
firm of Agfa-Wolfen. Yet it must be remembered that in 1942 
the zone produced 125,000 tons, or half the production of all 
Germany. Thus this wonderful increase of 250 per cent would 
still only be 67 per cent of 1943. It may further be doubted 
whether the figure of 84,000 tons for 1950 can, indeed, be reached. 
For dismantlings have been heavy and half the present plant is 
owned by the Russians, who may deny its product to the German 
market. 

In consumer industries the position is equally acute. Here 
the plan gives repeated warnings of continuing and irremediable 
shortages. Not only has their capacity been much reduced by dis- 
mantling, but the whole programme is dependent on imports of 
raw materials. Where the raw materials are to come from and 
how they are to be paid for is not mentioned, Presumably com- 
mission manufacturing cannot be included in the totak production 
programme. In the leather industry, for example, production has 
fallen from 18,000 tons in 1946 to 16,500 in 1947, and is estimated 
at between 15,000 to 16,000 tons in 1948, since the zone is now 
entirely dependent on home produced skins. Significantly not 
even percentage increases are given for these industries. The plan 
confines itself to ifs, buts and pious hopes. 


Drain of Reparations 


Of the total output planned for 1950, 50 to 60 per cent of the 
total value would go for reparations if the present programme were 
continued. Apart from a promise that the quantities of wool, 
cotton and rags to be imported from the Soviet Union will not 
be used for reparations goods, this large chunk out of the German 
economic cake is not mentioned at all. As the SED would be the 
first to emphasise the reduction of reparations as a sign of Russian 
generosity, it is safe to assume that the flow of raw materials and 
manufactured goods to the East will continue unabated, This 
would mean that over half the value of the total output of 1950 
would be lost to the German economy. In addition, all imported 
raw materials which go into reparations goods would continue to 
be paid for—as at present—out of German exports. As materials 
such as leather, which are in shortest supply in Germany, are 
scarce elsewhere, the demands of the reparations programme will 
be particularly heavy on such scarce consumer goods. 

According to the plan each person in the zone is to receive 
one pair of shoes of substitute material in-1950. This means using 
25 per cent of the total artificial rubber production only for soles. 
Even if this can be achieved, the needs of footwear would still 
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greatly exceed the supply. The only import figures actually men- 
tioned in the plan are the 18,000 tons of ‘cOttan, 2,090 tons of 
wool and 7,s00 tons of rags expeeted from the Soviet\ Union in 
1950. As these quantities are required not only for home con- 
sumption, but also for re-export of finished goods,.the. amounts 
seem woefully insufficient when it is born in mind that over 
20,000 tons of wool alone-were imported into Bizonia in 1947. 

The whole question of imports, has’ perforce to be left vague 
in striking contrast to western Germany, where German planners 
can count upon imports of about $1,700,000 during the first 
ERP year. The fulfilment of the plan itself requires large 
quantities of imports, but even this would be unable to provide 
the necessary raw materials for industry and a reasonable standard 
of living for the population. The three staple exports of the 
Russian zone are to be wood, potash and sugar. Apart 
from a certain quantity of pit-props sent to Poland, the prewar 
German export of wood was negligible—in fact, timber was im- 
ported. Since the war, reparation demands in this field have been 
particularly heavy. The afforestation programme announced im 
the Two-Year Plan is estimated to replace only some 35 per cent 
of the losses since the war. Potash production has been 
pushed as far as possible during the last three years, and although 
representing one of the steadiest export commodities of the zone 
since the war, any further important increase may be difficult to 
achieve. The Russian zone was before the war the sugar- 
producing area of Germany (Magdeburg). But, since at present 
sugar is issued to the population in lieu of most scarce edible 
commodities such as meat and fats, its availability for export 
depends entirely on maintaining the supply of these scarce foods 
or on a further drastic reduction in the sugar ration. In any 
case, these three export staples can in no way replace the bulk 
of Germany’s prewar exports, industrial products and machinery. 

The food target for 1950 is so low that it must have been based 
on the assumption that, apart from commercial exports. Russian 
requisitioning will continue. Indigenous production, it is estim- 
ated, will provide only 2,000 calories a day in 1950. Berlin is 
assumed to be part of the Soviet zone tor planning purposes, by 
order of the SMA. 

One is finally forced to two conclusions: that except in agri- 
culture, the achievement of the planned figures for the years 
1948-So is impossible, and even achievement of the production 
figures would by no means satisfy the needs of the Russian zone’s 
economy. As usual, it is the consumer who suffers most. A 
perusal of the Two-Year Plan makes this so obvious that one is 
at times inclined to doubt the seriousness of its authors Apart 
from the actual industrial figures, the productive capacity of the 
workers is a dubious quantity, and can be expected to decrease 
rather than increase. At present it is estimated at only about 35 
per cent of prewar, and industries accustomed to a single shift 
are working two or three shifts a day. Even members of the 
German Economic Commission have already stated that it may 
be impossible to fulfil this plan as it stands. 


New Horizons for Eire. 


[FROM OUR DUBLIN CORRESPONDENT] 


Tue Inter-Party Government, a coalition of all the political 
groups in Eire with the exception of Mr de Valera’s party, has 
completed six months of office. Contrary to the predictions of its 
critics, it has shown no signs of disintegration. Indeed, it presents 
the appearance of a very happy family which promises to remain 
united for quite a long while. Undoubtedly the country is satis- 
fied with the new experiment. Even members of the Opposition 
admit that a change of administration was due, if not overdue. 
The Government’s political prestige is very high, largely because 
of the excellent result of the Anglo-Irish trade talks whereby 
Irish farmers have secured great advantages. The upward 
revision of agricultural prices in the British market has been the 
most important contribution of the new coalition to the prosperity 
of the country. The Minister for Agriculture, Mr Dillon, one 
of the ablest members of the Government, has very sound and 
enlightened views ‘on agricultural policy, and there is every reason 
to hope that the principal industry of the country will enjoy a 
period of reconstruction and progress under his wise direction. 
Another important achievement was the conclusion of the 
Marshall Aid agreement with the United States. Eire was one of 
the first Countries to receive assistance from ERP. There should 
be no undue shortage of the imports from the dollar area required 
for the programme of agricultural development. Eire has the 
right to participate to an agreed amount in the sterling area 
dollar reserves and has a certain dollar income arising from tourist 
receipts. and other sources. Im the internal economic field a 
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drastic curtailment of unnecessary capital expenditure has 

the! budget to be" balanced and has aided the process of disinflg. 
tion. » ensive additions ta social services have insured the 
welfare of many categories of the poor. A commission has been 
established to study every aspect of emigration, the 
problem of Irish economic life. A critical examination of < 
transport system with a view to its rationalisationy has been unde 
taken by anveminent English expert. The Government’s economic 
policy generally has been a cautious mixture of conservatism and 
measured progress. The only continuing cause for anxiety is the 
grave disequilibrium in the balance of payments. The cure for 
this, in the long run, depends upon the development of agricul. 
tural production, but, in the short run, a drastic reduction 
imports may become necessary. 

The pressure of events in the postwar world has forced Irish 
politicians to take a growing part in international affairs. 
precise relation between Eire and its nearest and most intimate 
neighbours has therefore taken on a new significance. Its position 
in relation to the British Commonwealth raises some interesting 
questions of constitutional law. The Irish attitude on neutrality 
during the war demonstrated that it does not necessarily become 
involved in a British declaration of war. As a result of neu 
Eire has failed to secure admission to Uno, It is, however, 
one of the sixteen nations participating in the Organisation 
for European Economic Co-operation. Mr MacBride, the 
Minister for External Affairs, has taken a prominent part ip 
the meetings in Paris. He has declared that, while favourable 
to the project in principle, he cannot co-operate in the formation 
of a Western Union as long as the partition of Ireland is retained, 
The Prime Minister, Mr Costello, has stated that the interests of 
Great Britain, the United States and western Europe and the 
interests of maintaining Christian principles demand that there 
should be a united Ireland to face the menacing situation inthe 
world. The importance of Ireland in any scheme of defence of 
the Atlantic renders its participation in Western European Unior 
of peculiar value. It will be interesting to observe what use; ig 
connection with the vexed problem of partition, the Irish Govern 
ment will make of the strong hand which it appears to hold. s) 


Relations with the Commonwealth 


Relations between Great Britain and Eire have never been more 
cordial than they are today. The statesmen of both countfié 
are on excellent personal terms and Irish ministers have, on many 
occasions, expressed theiz goodwill towards the people of Great 
Britain and the principles for which they stand. It is curious 
that the constitutional relations of the two countries should be 9 
obscure. It may be that the empirical working out ‘of new rela- 
tionships, without undue regard for legal consistency, may be 
the best method for arriving at a basis for realistic friendly 
co-operation, Under the Treaty of 1921, the Irish Free State 
became a Dominion. This status was changed by _ the 
Constitution of 1937 which proclaimed that, “Ireland 1s 4 
sovereign, independent, democratic State.” Mr de Valera has 
expressed the opinion that, under this section of the Constitution, 
Ireland is a Republic, in which case the head of the British 
Commonwealth has ceased to be King of Ireland. Whatever tit 
binds Eire to the Commonwealth, it is certainly not the “ golden 
link” of the Crown. Under the External Relations Act of 1936, 
it is provided that as long as Ireland is “associated with” the 
countries of the British Commonwealth, the King may, on the 
advice of the Irish Executive Council, act as the agent for the 
appointment of diplomatic representatives. Mr Costello has 
recently stated that Eire is not a member of the Commonwealth 
of Nations but still remains associated with it. He explained that 
“the process by which Ireland ceased formally to be a member 
of the Commonwealth has been one of gradual development.” 
Possibly, the next step in this development will be the repeal of 
the External Relations Act which would finally banish the 
transient and embarrassed royal phantom from the Irish statut¢ 

These issues have been revived by the British Nationality Bilk 
The central feature of this Bill appears to be that it recognises the 
local legislation of the Dominions as decisive on questions of 
Commonwealth citizenship. The definition of Irish citizenship 
is contained in an Act of 1935 which makes provision for tht 
special treatment of British subjects in Eire. The British 
Nationality Bill contains similar provisions in regard to 
citizens in Great Britain. Up to the present, the British Coutt® 
would have probably regarded Irish citizens as British subject) 
although the Irish judges would have probably decided 
wise. After the British Nationality Bill becomes law, If 
citizens will not be British subjects but will be treated as i 
were as long as they remain in the United Kingdom. They 
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apparently be regarded as aliens in other parts of the Common- 
"S js hard to see precisely how the new provisions regarding 
citizenship will affect the relations between Eire and Northern 
Ireland. The loss of British citizenship in the event of any union 
between North and South would provide an additional argument 
for those who are opposed to any change in the existing 
situation. It is probable, however, that some compromise 
could be reached if the numerous other obstacles in the way of 
reunion could be removed. The Irish Government has expressed 
its willingness to grant special treatment to Ulster. in respect of 
the Irish language revival and religious discrimination and it 
would, doubtless, be willing alsq.to.go a long way to satisfy it 
on other issues. Ever since the Treaty, Irish politicians have been 
fertile in the provision of formulas which enabled awkward consti- 
tutional corners to be turned without anybody apparently saeri- 
ficing any essential principle. 3 


War Against Markos 


[FROM A SPECIAL CORRESPONDENT] 


Aut events in Greece are dominated by the guerrilla war. The 
total strength of the guerrilla forces in Greece is estimated at 
roughly 25,000. These guerrillas have been the means by which 
the Kremlin has carried out a thinly-camouflaged aggression 
against the independence of Greece. The long-term objective 
ig $0 to disrupt and disorganise normal life in Greece that, in 
the process of time, the Greek economy would collapse automatic- 
ally. In this respect, Markos has come very close to success. 
In areas threatened by the guerrilla bands, ordinary day to day 
movement is paralysed. Mines are laid by the guerrillas with 
persistent regularity on roads during the hours of darkness, 
tdephone wires are cut and outlying villages raided: No journey 
can be undertaken from one town to another except by convoy 
with a mine-detector attached to the leading vehicle, and railway 
locomotives are preceded by two trucks filled with sand or rubble. 

A month ago, the Greek Army began what is intended to be 
a final drive against Markos’ HQ in the Grammos Mountains, 
where the main centre of resistance is located. Probably between 
8,000 and 10,000 guerrillas are concentrated in this aréa. Six 
Greek divisions are attempting to execute a horse-shoe encircling 
movement, with one tip of the horse-shoe resting on Kastoria 
and the other on Konitsa. The close proximity of the Albanian 
frontier greatly hinders the task of the Greek troops and, con- 
versely, facilitates “ General” Markos’ tactics. 

Although no guerrilla prisoner has yet been taken who could 
be proved to be of non-Greek nationality, there is an overwhelm- 
ing volume of evidence indicating that Markos has been receiving 
much material assistance from Greece’s northern neighbours. 
There are signs, however, that this assistance has in recent months 
been falling off. Markos appears to be fighting in his mountain 
stronghold upon a last-man-last-round basis. His positions are 
strongly fortified, well-camouflaged and sited, and false optimism 
a 10 the speed with which these operations can be conducted 
by the Greek Army should be discounted. The guerrillas are 
well-provided with light automatics, chiefly of German origin, 
and there is no dearth of small arms ammunition. Mines, both 
Teller and anti-personnel, are plentiful. They have a few 75 mm. 
batteries, though their shelling, which is very intermittent, suggests 
a shortage of ammunition. They also have a quantity of heavy 
mortars, and Spitfires of the Royal Plellenic Air Force have been 
fired at by light AA guns. 

It is clear that Markos could not have amassed the amount 
of ammunition of all types which he is now using without con- 
Siderable outside assistance in the past. Convoys, including 
ambulances, have been observed on a number of occasions on 
toads just over the Albanian and Jugoslav frontiers, and there 
Were confirmed reports in the earlier stages of the present opera- 
lion that two batteries of 105 mm, guns were shelling Greek 
Positions from Albanian territory. 

Greek Army of today is a very different army from that of 
1940-41. In those days, it bore the imprint of French General 
fi influence. Its infantry divisional artillery was of mountain 
type (i.c., carried on packs). Most of it was very old and had 
rai through the Balkan Wars in 1912 and 1913. — all 
faNspori was on a horse-cum-pack basis. During the Italian 
campaign of 1940-41 it certainly showed a very high standard 
of mobility in difficult mountainous country, though lack of 
adequate mechanised transport increased the defects of administra- 
a At the end of war, the Army was reorganised on British 
Mes with artillery and transport on. an all-mechanised _ basis, 
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similar to that of any ordinary British infantry division, although 
some account was taken of the need for mountain warfare equip- 
ment. Last year’s operations against the guerrillas were very dis- 
appointing and comparatively little progress was made. It may 
be that too much reliance was placed upon the effect of artillery 
and too litthe emphasis upon the need for Greek infantry to get 
to close grips. Pack artillery and other equipment more suited to 
mountain warfare has now been introduced.. Mules are once more 
to be seen wending their way along mountain paths. Morale is 
very high and the Greek Army is fighting with great determination. 

In spite of an overwhelming prepondetance of artillery, together 
with effective support from the Hellenic Air Force, it is noi easy 
to dislodge determined guerrillas from well dug-in positions in 
very mountainous country, the lower glopes of which are often 
thickly wocded. Unless these positions can be accurately pin- 
pointed, the effect of shellfire upon them is similar to attempts 
to swot a fly with a sledgehammer in @ dark cellar. “Many shells 
can be fired into the side of a Mountain without causing any 
casualties. The main burden of the assault falls, therefore, 
naturally upon the Greek infantry, _Casualties have not been 
light on either side. During the hours of darkness, the guerrillas 
appear to hold the initiative and harass the Greek lines of com- 
munication by small raids and by. mine-laying operations. 

The British and American Military Missions are rendering 
valuable assistance to the Greek Army. About 90 per cent of 
the equipment is still of British origin, though this proportion 
will alter as the full effect of American aid begins to make itself 
felt. Broadly speaking, the British Military Mission concerns 
itself with organisation and training and the American Military 
Mission with supplies and operations. Although this clearly 
constitutes dual control, the liaison and the personal relations 
between the two Missions are extremely good. Overriding both 
missions is Mr Griswold, head of the American Economic Mission. 
Holding the purse-strings, he is the final arbiter of the apportion- 
ment of dollar expenditure between military and economic needs, 
Consequently, he is the most powerful man in Greece today. 

So. far, the. operations have progressed slowly but surely: If 
the operational plan of the Greek General Staff is successful, 
and if Markos’ main forces are defeated before winter, the task 
of clearing up the remaining guerrilla bands in Greece should not 
present insuperable difficulties, since these are split up into small 
units.and do not. operate upon any co-ordinated plan. If, on the 
other hand, Markos succeeds in holding out for yet another winter, 
the effect upon morale in Greece will be serious and the disorgani- 
sation of normal life will. be prolonged dangerously. 


700,000 Refugees to Resettle 


The economi¢ structure of Greece is extremely precarious. 
As in most Balkan countries, that.structure is built largely upon 
the village unit, and it is this unit which the guerrillas have come 
so close to destroying. There are 700,000 refugees, evacuated 
by the Greek authorities from villages in areas where the guerrillas 
have been operating, in camps near the larger towns. These 
refugees must be persuaded, as soon as the military situation 
permits, to return to their villages and to cultivate the soil. The 
process of rehabilitation will be both costly and difficult. In 
the first place, they will require an assurance that no further 
attacks by gue.sillas will be made upon them, an assurance that 
is not easy to give, since there can be no guarantee, even if 
Markos is completely defeated, that fresh raids will not be made 
next summer from over the Albanian frontier. _ 

If the village unit has been largely broken up, so also has the 
smaller unit, the family. A mother and two children may be in 
a gefugee camp near Athens ; the father may have been murdered 
by the guerrillas ; the two elder children kidnapped and taken away 
to Albania or Czechoslovakia. The number of children removed 
by the guerrillas is estimated at about 10,000. It is extremely 
doubtful whether many of these families will be united again, 
and the break-up both of village and family life has brought 
immense social, as wel] as economic, difficulties in its wake. 

The enormous problems of reconstruction can only be tackled 
on a reduced scale until the. guerrillas have been exterminated, 
but it would be a mistake to assume that the threat to the inde- 
pendence of Greece will be removed by the surrender or capture 
of Markos. With American aid, the Greeks must tackle their 
economic problems with the same determination as they are 
showing in their operations against the guerrillas. Complete 
recovery, however, is a Balkan—indeed an international—ahd not 
exclusively a Greek problem. So long.as its northern neighbours 
feel protected by encouragement or approval of the Cominform, 
the danger of a relapse will always remain. Greece can easily 
be .used for indirect and inexpensive attack on British and 
American interests in the Near East, 
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Mounted on or near the forecastle, lavishly 
decorated belfries were a feature of larger ships 
from the 16th century onwards. Ships bells were 
used in all types of ships as they were the only 
means of making the time known to the ship’s 
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Regent Street, S.W.1. Tel.: GERrard 9833 
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The English Electric Company, by supplying electric drives for 
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THE BUSINESS WORLD 





e e 
Unilever in 

F the report and accounts of the Lever Brothers and Unilever 

group have a fault, it lies in the difficulty of distinguishing, 
among all their riches of information, those factors which have 
played a predominant part in the results of the past year, and 
those which cast their influence forward into 1948 and beyond. 
Beauty, it is said, lies in the eye of the beholder. To some 
readers—small in number, perhaps, but fortunately growing each 
year—accounts of such model precision have a technical 
elegance of their own. At the other extreme, many stock- 
holders will be content to accept the nineteen closely printed 
pages of the group’s report and accounts as read, and consider 
their duty done with an examination of the “Salient Points ” 
with which the report opens. Under every head—save net 
profits and dividends—they will find, in this intentionally simple 
summary, evidence of further expansion during the past year. 
Turnover increased by 41} per cent, from £338.5 million to 
{479.3 million ; the group’s net current assets increased by 
{12.2 million to £82.6 million, largely owing to ‘an increase in 
the value of stocks ; fixed assets were higher by £6.7 million, and 
taxation by over £54 million ; special reserves against stocks and 
fixed assets absorbed no less than £7.8 million (in 1946 only 
{1,200,000 had to be provided); but consolidated net profit 
totalled {8.5 million against {10.8 million in the previous year. 

But such a flat statement of totals gives no hint of the effect 
of inflation and rising prices on the group’s trading activities. 
The table below, showing the physical volume and value of 
turnover in the principal commodities handled by the group, 
throws an illuminating light on this price factor: — 


TURNOVER OF PRINCIPAL COMMODITIES 








000 Metric Tons £000’s 
1946 1947 1946 | 1947 
Margarine, edible fats, ete,.....++ 660 606 $3,752 70,150 
her human foods .....esee0ees Bs ai 29,237 ‘ 
Other oils and fats......cseeeeee 1,479 1,552 94,854 152,184 
Animal feeding stuffs. ........5.. 1,256 1,288 16,845 18,187 
Soap-and detergents .....c0.e08 750 8 67,396 $4,634 
Toilet preparations .......seeees t 8,601 10,484 
iscellancous manufactures ...... oe 9,725 14,230 
SIN, «5.» inn:trntumneiteeilent amie 891 942 28,356 37,805 
Methandise® .. 6.32. 50. b8as wei 35,695 50,731 
Services and transport ....eeeees 4,037 6,852 * 
MORAL, VALITE, sinnnnass kehne 338,498 


| 479,312 





5 ——¥ Nainly bandied by the United Airica Group. 

Total weights given for five of the groups show an increase 
of 53 per cent from 4.9 million metric tons to 5.2 million metric 
tons. But the corresponding value figures of the same groups 
incteased by no less than 444 per cent from £251 million 
to £363 million. The comparison of weights and prices may 
not be very precise, but it illustrates, nevertheless, the pre- 
dominant part which rising prices have played in the figures 
for turnover and profits. The physical expansion of trade has, 
indeed, been important, particularly in Western Europe, where 
there has been a steady recovery from grievous shortage of 
edible fats, though there is still a substantial surplus of produc- 
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Throughout this artidle, “ group ” relates to the combined activities 

of Lever Brothers aa Unilever Limited. and. Lever Brothers and 

Unilever NV (usually. known for short as “Limited” and “NV 

respectively). A commentary on the accounts, with fuller extracts of 

+ lent appears in this week's oe and Statistics Pe 
combined figures deseribed in the accoumts as — a ’ 

RO more” to the trend of reruits ‘of both Limited and NV, and they 


be read with currency restrictions in mind. 


Perspective 


tive capacity which could be used. if raw materials were more 
plentiful. In other markets, including apparently the American 
continent, the increase in physical turnover was relatively less, 
and the increase in prices relatively more, important. This may 
explain why the cash value of turnover increased by 46 per cent 
in Western Europe, and by 39 per cent in North and South 
America, which includes the group’s biggest single market, the 
United States. 

In these circumstances, the increase in the group’s aggregate 
profit from £28.5 million to £40.1 million is no matter for 
surprise. Turnover and profits have both increased by a little 
over 40 per cent. The price inflation in the one is faithfully 
reflected in the increase of the other. And the Unilever direc- 
tors have recognised the impact of rising prices by making 
special provisions of a character which is rapidly becoming 
familiar to shareholders in large industrial concerns. In addition 
to the normal provision for depreciation (£3.4 million) they 
have specifically set aside {3.6 million to reserve for 
replacement of fixed assets. Thus, the directors have taken the 
view that, where allowances of depreciation for taxation pur- 
poses are based on the historical cost cf the assets (as in Britain 
and most other countries) they have a duty to supplement such 
legal allowances by adequate sums from taxed profits to meet 
the higher cost of replacing those assets today. This point is, 
of course, recognised in certain countries where the group does 
business—France and Belgium among them. From the view- 
point of directorial policy—-to say nothing of the larger question 
of maintaining industrial ‘capital intact—provisions based on 
replacement cost provide the only satisfactory method of keep- 
ing the real cost of physical capital and the unreal size of paper 
profits in proper perspective. 

But the policy is costly, in the sense that adequate provision 
for replacement involves the payment of tax on any profits set 
aside, beyond the legal allowances for depreciation. Thus the 
full cost of depreciation for the Lever group could be roughly 
put, not at £3.4 million, but nearer {10 million. The net 
provision (just over £7 million disregarding taxation), it may 
be presumed, represents the board’s view of the total cost, at 
current prices, of replacing assets which have. been used up in 
the currént trading of the group during 1947. The extra pro- 
vision, that is, relates only to the addition to the legal allow- 
ances which the directors consider to be necessary for that 
single year ; it does nothing to bring the provisions which have 
been made in the past into line with current replacement costs. 
The first point for Unilever stockholders to seize is the likelihood 
that this new item providing for the replacement of fixed assets 
has taken a permanent place in the accounts. 

There is a second special: item—not, indeed; new for it 
appeared in 1946—which has’ made an even greater 
impact on profits. In 1946, the group set aside £1.2 million 
to reserve against stock values ; for 1947, this provision has 
been raised to {4.2 million. The need for this provision is 
clearly explained in the directors’ report: 

.. . Profits have again risen in 1947 on the turnover of stocks 
purchased at prices considerably below replacement cost and, 
having regard to present high: prices, it has been considered 
prtident further to increase the reserves for stocks from current 
reverme. The necessity for the continuation of this charge will 
depend on the future trend of raw material and merchandise 
prices. 
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The value of the group’s stocks has, indeed, risen from £49.5 
million at the end of 1946 to almost £85 million at the end of 
last year. The composition of the stocks is not identical from 
year to year—for instance, changes occur from time to time 
in the method of trading in different countries, and in the stocks 
respectively held by the group on its own account and those 
which are owned by various Governments. But almost cer- 
tainly the biggest element in the increase is the rise in prices. 
The Unilever group, indeed, is faced with this dilemma: it is 
vulnerable, at present levels of prices, to any sharp setback ; 
but a setback in prices would reflect a fall in trade. It wants 
very much what the British Government hopes for in the im- 
provement of the terms of trade—some recession in prices to 
reduce the high cost of its stocks, but not so dramatic that the 
volume of its trade would be affected. A total reserve of £5.7 
million against stock values standing in the balance sheet at £85 
million cannot be regarded as excessive in these circumstances. 
These two special provisions, coupled with the high level of 
taxation (which absorbed {16.8 million net last year, compared 
with {11.3 million in 1946) should certainly impress upon 
stockholders that token increases in aggregate profits are unlikely 
to be matched by corresponding increases in net profits and 
dividends. In any event, the dividend equalisation agreement 
between Limited and NV effectively limits the dividend of the 
former to 10 per cent, for any increase in NV’s dividend 
of 8.9 per cent (to which Limited’s 10 per cent corresponds) 
could only be made at the cost of paying the 300 per cent 
Dutch tax on excess dividends. The group suffers enough from 
the weight of taxation all over the world to avoid any further 
increase of that kind. But there are other reasons, apart from 
the technical complexities of the dividend equalisation agree- 
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ment, for expecting the directors to pursue a policy of stabilisa. 
tion. While the group’s net current assets have increased 
during the past year from £70.4 million to £82.6 million, 
the bulk of this increase is represented by the higher value of 
stocks, and the reverse of the medal is a fall in the group’s quick 
cash assets from’ £47.3 million to £32 million, and a rise in jts 
bank overdrafts by £5 million to {12.4 million. 

There is, therefore, the same evidence of increased financial 
strain.in the Unilever accounts as in many recent company 
reports ; the degree of pressure on current resources may not 
be so acute, -perhaps, but even Unilever cannot indefinitely 
finance the ever-growing cost of stocks and capital replacement 
from its own resources and from its own provisions from profits. 
That it will do so as long as possible can be taken as axiomatic, 
but investment in stock on last year’s scale, coupled with gross 
capital expenditure of £9,400,000 involved a specially heavy 
burden which could not be repeated without resort to new 
financing. Such is the prospect before Unilever stockholders, 
They cannot ‘expect any increase in dividends until the prices 
fall (but not too much), until dividend limitation is a thing of 
the past, ard until the weight of taxation, particularly on the 
Dutch partner, is lifted. To mention these factors is to expose 
the total lack of dynamism in Unilever ordinary stock under 
present conditions. But it is not, of course, to dispute the 
merits of the stock conceived, as it should be, essentially as a 
long-term holding. nly a catastrophe in prices and world 
trade could seriously affect the group’s ability to pay steady 
dividends. Unilever is an equity in the economy of the whok 
world. And that world, during the period over which investors 
are entitled to take views in these days, is more likely to be an 
inflating world than the reverse. 


Burdens on the Revenue 
(By a Correspondent) 


HE security of the revenue is the foundation of good 

government. In the past, the British people have always 
astonished the world by their willingness to pay taxes, and by 
their genius for public administration which has produced a 
service so efficient and so incorruptible as the Inland Revenue. 
Undoubtedly the enormous revenue extracted from the British 
taxpayer by personal assessment is still an outstanding testa- 
ment to his capacity for social discipline ; in this, he is not 
as some of his European neighbours are. Nor does he yet rebel 
against the principle that the present experiment in social 
services must be paid for largely from current revenue—which 
implies the indefinite continuance of a high rate of taxation. 
As a tax-paying subject, the British citizen is one of the most 
remarkable economic phenomena of all time. 

But, if he ever felt any virtue at this state of affairs, he has 
rarely shared his moral satisfaction with the Inland Revenue 
authorities, and in particular with the Inspectorate of Taxes. 
The tax inspector is not a popular figure ; he may not be hated 
with the same liberality that is the mark of the average French- 
man’s attitude towards le fisc, but he is certainly more feared. 
He is a member of a small, highly-trained administrative cadre ; 
but he is also one of the keepers of the financial conscience of 
the individual, and hence of the attitude of the public at large 
towards taxation. High taxation and the laxity which is always 
encouraged by inflation have, nevertheless, done some harm to 
the integrity of certain sections of the public towards taxation 
matters. How far have these lapses resulted from the burden of 
work which the inspectorate now has to handle? 

Ten years ago the standard rate of income tax was §s. in the 


£3; in 1937-38 £298 million was paid by 3,700,000 income tax 
payers ; for 1946-47, the standard rate was 9s. ; the number of 
taxpayers was as high as 12} million and they paid £1,156 
million. These total figures give some impression of the extra 
work which the inspectorate now has to carry out. In 1938, a 
married man with an income of £250 and a moderate amount of 
life insurance was not liable for tax. His case called for 4 
routine check of a few minutes every year or two. The same 
man today may entail an hour’s work a year, owing to the rise 
in his money income. Every point gained by the taxpayer is 
now worth far more, in cash, than it would have been worth in 
1938 ; matters that would not have been pressed then, because 
they were not worth the time and effort involved, are now pul- 
sued to their conclusion, while matters that were worth raising 
in 1938 are now argued on both sides at greater length and with 
greater force. . Businesses which are conducting the same phy- 
sical volume of trade as they did before the war represent 4 
far greater taxation problem today, because greater money 
values are involved, and provisions for allowances are more 
complicated. The transfer of farms from a rental basis to 4 
profits basis of assessment has perhaps doubled the amount of 
work on tax accounts in the average country district. : 

This, indeed, is only the beginning. Many employers regard 
PAYE as the perfect device for passing the burden of tax col 
lection from the Revenue to the employer. But there are fat 
more incomes to be taxed, and far more administrative work 19 
be carried out, in the tax offices. There is an intimate connection 


between what happens in the tax office and the contents of the 


Friday pay packet: therefore correspondence must be ha 
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quickly ; tax tables must be issued on time, and code numbers 
securately determined and promptly changed when necessary. 
Failure in any one of these directions might easily promote 
and industrial trouble. Again EPT and Profits Tax 
have brought new burdens, A high proportion of EPT cases 
have still to be finally settled ; and both taxes involve numerous 
adjustments to traders’ accounts as agreed for income tax pur- 
Double Taxation Relief has replaced Dominion Income 
Tax Relief, and has thus extended over the whole world the 
obscurities and complexities of the old scheme and the improve- 
ments—from the taxpayer’s point of view—in the new scheme. 
Finally, the welcome if limited concessions of the Income Tax 
Act of 1945 have added a further array of extra work in dealing 
with initial allowances, balancing allowances and charges, allow- 
ances for agricultural and industrial buildings, and for expendi- 
ture on patents and research. 

These additional duties have not been accompanied by a 
corresponding increase in the number of inspectors. There has 
certainly been an increase in the number of clerks—though 
they, being subordinate staff, have also to be supervised—but 
the force of tax inspectors has actually shrunk since 1938. In 
that year, there were some 1,800 inspectors trained to deal with 
business cases ; since then, the force has dwindled to 1,600, of 
whom 100 are over 60 years old. Direct recruitment to the rank 
of inspector was suspended during the war, and only 60 clerks 
were selected by the Board of Inland Revenue for promotion to 
inspector. Nor was recruitment very happily managed before 
1938. The Board foresaw, in the closing years of the 1914-18 
wat, that income tax was to become a permanently increased 
commitment ; so it hurriedly took on staff in two large blocks, 
instead of gradually over a period. As a result, promotion in 
certain grades was dishearteningly slow during the inter-war 
years. Certainly, the coincidence of a dwindling expert staff 
with an increasing volume of work has meant a great burden 
onthe revenue machine. That it has not broken down is due 
partly to the remarkable response of the inspectors to an emer- 
gency scarcely understood outside their immediate circle, and 
(0a more selective approach to their ever-increasing work. 


* 


That selective approach, of course, has necessitated greater 
concentration on current cases, and the deferring of much work 
undertaken in normal times to stop leaks in the révenue. It is no 
accident that three years after the end of the war no special 
attack has yet been started on “ back duty” cases ; by 1921, 
the work of uncovering evasion of EPD was in full swing, and 
producing salutary results. | Under-assessment of tax is, of 
course, a direct consequence of overwork and undermanning of 
the service. Even more serious is the coincidence of the maxi- 
mum incentive to evade tax with weakened power of the taxa- 
tion machine to detect evasion. The plight of the inspectorate 
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seems to be well enough known to certain sections of the trading 
community. Evasion is necessarily a better risk—to the evader 
—during a regime of high taxation. The understatement of 
profits by. £1,000 in 1938 might have been worth £300 in 
income tax and surtax ; last year, it might have been worth 
up to £900 in EPT, income tax and surtax, and the new capital 
levy might even have raised its value to, say, £1,500. Tax 
inspectors take a cynical view of human nature, and their esti- 
mates of evasion and unpaid back duty tend to run. high—pro- 
bably much too high, for some of their guesses suggest that 
there might be well over half a year’s revenue awaiting collec- 
tion if evasion could be detected and arrears vigorously pursued. 


To enforce the full rigour of tax obligations would entail a 
considerable increase in trained staff—perhaps by as many as 
2,500. The average district inspector has a working year of 
about 2,000 hours (454 hours a week, less 54 for lunch hours. 
and six weeks’ leave annually). In that time, he must direct 
the running of his district, supervise a staff of 30 to 150 sub- 
ordinate officers (often twice as many as in 1938), examine 600 to 
1,§00 accounts, according to the size of the cases (again often 
twice as many as before the war), handle perhaps 60 EPT and 
profits tax cases, and represent the Revenue at up to twelve 
Local and Special Commissioners’ meetings. If the proper 
administration of the district, including Commissioners’ meet- 
ings, with attendant travelling and preparatory work, can be 
put at 1,400 hours, the inspector is left with 600 hours for 
work on accounts, including the submission of statistical returns 
which may take as long as the actual work of agreeing the tax- 
payer’s liability. It is hardly surprising that he has little or no 
time for the pursuit of suspected evasion or underpayment of 
tax. Inspectors are a cautious, taciturn afd perhaps even em- 
bittered guild of experts ; they would welcome more encourage- 
ment than they sometimes get from above, and they are human 
enough to enjoy the incentive of successful prosecution when, 
after mature consideration, a bad case is brought before the 
Courts. 


The Board of Inland Revenue proposes during the next four 
years to admit to the service 200 direct recruits to the tax 
inspectorate and to train 400 others by promotion for clerk- 
ships. For a time, however, this expansion will involve a 
further strain on existing staffs, some of whom take the view 
that not more than 100 inspectors can be effectively trained 
in their exacting discipline under a four-year scheme. Cer- 
tainly, it is necessary that the new entrants should be trained in 
an atmosphere of purpose and realism. Moreover, older men 
may require an incentive, psychological as well as financial, to 
remain in an invigorated service. At present, it is hardly too 
much to say that overwork and frustration threaten the morale 
of the service. Offices are often overcrowded, poorly equipped, 
and the work—particularly on PAYE—is harassing. To main- 
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tain esprit de corps under such conditions, when the same men 
who are expected to maintain it are trying to perform their own 
urgent case work, is a feat that cannot be indefinitely sustained. 

This feeling of disillusionment among the tax inspectors is 
reflected in the steady loss of trained officers who leave the 
service to take up outside appointments in which their qualifi- 
cations ensure them a ready welcome. Tax evasion, in the eyes 
of some inspectors, is no longer a risky proceeding so much as a 
standard trade practice. They would agree with the dictum that 
Schedules D and E are not so much two different schedules of 
the same tax as two different taxes, under which the taxation of 
salaries and wages is remorselessly carried out, while there is 
a variable margin of profits, particularly those obtained by the 
smaller trader and the none too scrupulous manufacturing busi- 
ness, which escapes due taxation by systematic understatement 
or evasion. And they hold that once the trading community in 
any district realises that the Revenue is imbued with an active 
spirit, an improvement will promptly show itself in assessments 
—with a consequential improvement in business efficiency, for 
tax evasion gn any material scale puts a premium on profligacy 
and inefficiency and handicaps the normal competitive power of 
the honest business man. 

Such risks are inseparable from a regime of crushing taxa- 
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tion, and one of the best means of checking evasion would tiq. 
doubtedly be to reduce the burden. The scope for 

is inevitably limited, however, by the large-scale expendituy: 
to which the state is committed on © social services : 
for several years, at least, the need for an efficient ang 
active inspectorate will be as great as it has ever been in the 
long history of the income tax. The tax inspector has hither 
won the ungrudging respect of those whose opinion is mog 
valuable—those tax-paying subjects who have crossed sword; 
with him. Inflation, high taxes and new taxes have 
increased his burden of work ; and he feels, rightly or wrongly, 
a certain lack of encouragement to pursue his function of 
protecting the revenue against dishonesty and evasion. He 

to be sure, exaggerate the extent of evasion—or at least the loss 
of revenue which occurs. But it would be dangerous to dig. 
regard his judgment on such matters. Modern states enjoy 
political and economic stability in direct measure as they can 
assess the liability of their citizens for taxation and collect the 
revenue. Britain has hitherto set an example to the world both 
in the efficiency of its taxing machine and the long-suffering 
consent of its people to be taxed. The two factors are insepar 
ably associated, and the link between them is the capacity of 
the tax inspector and the respect in which the public hold him 


Business Notes 


The Treasury Special Account 


It has taken the American and British authorities rather 
longer than had been expected to decide on the form of book- 
keeping to meet the provisions of the ERP agreement for segrega- 
tion of the sterling proceeds of ERP grants. Now, however, a 
formula has been devised which suits both parties, and the result 
is reflected in the Bank return, which this week exhibits one of 
its very rare changes in form. Under the terms of the agreement, 
the sterling to be deposited represents, not the actual cash which 
the British Government receives from reselling Marshall goods 
or dollars, but the sterling equivalent of America’s own dollar 
outgoings on such grants, as notified by them from time to time. 
It was laid down that each amount thus notified would be trans- 
ferred to a segregated account in the name ot the British Govern- 
ment at the Bank of England. Accordingly the new “ Special 
Account” figures in the Bank return as a sub-division of the 
item “Public Deposits.” The first visible credit to the account 
is for an amount of £33.4 million—appreciably more than the £22 
million which, as the Chancellor recently announced, was received 
towards the end of June as the first reimbursement of Britain’s 
eligible dollar expenditure one the previous three months. 

This divergence between the figures, however, has no special 
significance. It has been agreed between the two Governments that 
the amount accumulated on the new account shall be kept as low 
as possible and that, at the outset at least, the bulk of the fund 
is to be used for redemption of floating debt. In fact, whatever 
redemption of domestic indebtedness takes place as a result of 
the Government’s receipts from borrowing overseas (i.e. from 
the external deficit as a whole) occurs at the moment when the 
sterling is received in cash by the Exchequer. Redemption 
therefore proceeds quite independently o: the accounting 
arrangements for the segregation of ERP sterling. Hence it 
follows that when each transfer to the Special Account is made, 
the Treasury will have no unemployed cash available for the 
purpose. Each transfer will therefore have to be financed by 
new borrowing ; but, to the extent that the funds are used to 
redeem debt, the amounts transferred will be only nominally 
borrowed. Shortly after each transfer has been made, the 
American authorities will give their approval for the “use” of 
an appropriate part of the balance of the account for debt 
redemption—whereupon a corresponding amount of the nominal 
credit will be offset and cancelled against the nominal debt which 
has been created to finance it, 

More precisely, the Treasury will finance each transfer by 
borrowing from the Bank of England (apparently against a new 
category of floating. debt. speci y designed for the purpose, 
but not separated in the Bank return item of “Government 
Securities”); each time the American authorities permit it 


to do so, the Treasury will “use” the special sterling to repay. 


these borrowings. The Bank return, therefore, will show from 
week to week, not the aggregate of transfers to the account, 
but only the residual sums of which the “ use ” has not yet been 
authorised. This complicated accounting faithfully follows the 
requirements of the agreement. Yet so long as the money § 
“used” only for the purpose which the Americans had in mind 
when they first devised this segregation procedure, it has te 
effect whatsoever. It will have an effect—and that a debt 
creating and an inflationary one—only when it is employed for 
real expenditures which Britain would not otherwise have em- 
barked upon. Even the finance for the European clearing 
scheme, if it results in unrequited British exports which would 
not otherwise have been made, falls into this category, desirable 
though such lubrication of the European payments mechanism 
may be. 
* 7 * 


TUC on Productivity 


_ _ The General Council of the Trades Union Congress received 
distinctly cautiously the idea of an Anglo-American Couneil » 


study productivity, but the fact that it appointed six leading - 


trade unionists to serve marks an important psychological advance. 
A statement issued by the TUC last weekend shows that arrange 
ments are already in hand through the National Production 
Advisory Council (the body to which Sir Stafford Cripps made 
his original suggestion) for a team of “ official” American repit 
sentatives to visit British industry, and the TUC’s general attitude 
can be summed up in its own words that “if there is anything 
to be learned from our visitors, it would be churlish and shor 
sighted to reject the offer.” OF 
_ The TUC is certainly moving in the right direction, although 
its progress may appear to be slow. It is at any rate no longet 
taking a purely negative attitude on productivity. It has 
the idea of an Anglo-American Council, admittedly after som 
searching of hearts; it has decided to co-operate in a series 
experiments by the National Institute of Industrial Psyche 
to examine the effects on labour turnover of the simplification & 
industrial processes; it has also established links with sud 
organisations as the British Institute of Management, the 
ment’s Industrial Productivity Committee and the Administrative 
Staff College. os) 
These wider horizons are most welcome, though understand 
and good advice from Transport House are neither so f 
nor so forceful that they invariably percolate to the member in tit 
factory. In this process the joint consultative machinery, 
is now being encouraged, may act as a useful channel. The 
on the development.of consultation prepared for the Mini 
Labour’s N } Joint ‘Advisory € tee suggests 
siderable progress has been made, at any rate statistically, in 
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months. In 38 out of 54 industries (excluding nationalised indus- 
tries) there is some form of consultation. There is, however, no 
indication of the number of establishments within these industries 
which have such arrangements, or ‘of their effectiveness. The 
Amalgamated Engineering Union is now conducting its own 
enquiry into the operation of Joint Production Committees. This 
will inevitably be a one-sided document, but the union’s enquiries 
into wartime JPCs were useful, and a parallel analysis of the 
peacetime machinery should throw useful light on the workers’ 
attitude towards industrial co-operation, 


7 ms * 
Imports Still Dearer 


Despite the hopes, raised by the shortlived setback in 
American primary prices last February, Britain has been paying 
progressively more for its imports since the beginning of 1948. 
And the increase has been both absolute and relative—that is, 
import prices have been rising at a faster rate than export prices. 
During the first six months of the current year, the average price 
of British imports has risen by 10 per cent while the average price 
of British exports has risen by only 3 per cent. The Board 
of Trade estimates that during the second quarter, the terms of 
trade have deteriorated by 6 per cent compared with the average 
for 1947. 


The main rise in the cost of imports has been due to higher 
prices for raw materials; these have increased by 14 per cent 
since the beginning of 1948 and by 48 per cent since the beginning 
of 1947. The extent of this rise is disquieting because raw 
materials must be bought at almost any price if production in 
Brftain is to be maintained. The cost of imported manufactures 
showed the next largest rise (8 per.cent) during the six months ; 
prices for this class of imports rose rapidly in the first nine months 
of 1947, but thereafter they rose more gradually. The cost of 
imported food and tobacco was fairly stable in the second half 
of 1947 alter a moderate rise during the first six months ; since 
the beginning of 1948, the trend has again been upwards, although 
the rise has not been steep. 

During the first half of the year, raw materials accounted for 
about 32 per cent of Britain’s retained imports and slightly 
exceeded go per cent of the prewar volume. Food and tobacco 
imports, which were 72 per cent of their 1938 volume, accounted 
for 43 per cent of total imports.” There are further’ price rises 
in prospect. An increase of 30 per cent for Canadian wheat 
came into force on July rst though it will probably not be reflected 
in the trade accounts until October. Moreover, new long-term 
contracts for dairy produce and meat suggest that next s¢ason’s 
prices for these foods may, on the average, cost 1§ per cent more 
than last season’s.. But grain supplies not purchased under con- 
tract should be cheaper than a year ago; so should cotton and 
perhaps wool. Lead and zinc prices, on the other hand, will 
undoubtedly respond to the higher American level and other 
metals are also likely to become dearer. The omens, therefore, 
Suggest that the cost of British imports during the next twelve 
months may increase still further, despite good harvest prospects 
in the Northern Hemisphere. 

7 


_ But the movement of the terms of trade against Britain depends 
im some part on the value of British exports, The rate of increase 
m export prices has slowed down considerably since about the 
middie of 1947. In the past three months raw miaterial prices— 
mainly coal—have shown no increase. The slight increase in the 
value of exports between March and June of this year is almost 
entirely due to higher prices for manufactured goods. Of these, 
‘Main item was textiles, prices of which rose by 4 per cent 
ing the second quarter ; moreover, textile prices are rising at 
an increasing rate, whereas prices of metal goods and other manu- 
factures are, if anything, rising at a declining rate. But it is pre- 
cisely the textile group which has not been able to expand its 
Volume of output or of exports to the scale envisaged in the export 
drive. It may be that textile exports are relatively dear (at one 
period they were almost certainly too cheap) and that metal goods 
and other manufactures could be further raised without affecting 
and. But that is guesswork, and it makes little difference to 
the basic problem of the terms of trade, and little contribution 
towards their improvement. 
* * * 


“Frustrated Exports ’’ 


Frustrated exports are causing embarrassment not only to 

acturers who find their overseas markets suddenly closed 
*o them, but also to those who are maintaining a large export 
trade. Two months ago the President of the Board of Trade 
*t_Up a committee of the Association of British Chambers of 
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Commerce to examine requests from manufacturers for per- 
mission to dispose of frustrated exports on the home market and 
to make recommendations to him. The committee has already 
met, but no information is available about its deliberations. 
Clearly, however, it could not possibly have finished its task in 
so short a time. Meanwhile, goods originally intended for over- 
seas markets are appearing in British shops, with or without 
official sanction. For many articles, it is no easy matter to 
determine whether the goods on sale were originally intended 
for the export market. But for a few, such as decorated pottery, 
there is no such doubt. { 

The basic problem is to find a satisfactory definition of 
“frustrated exports.” If goods have been specially produced for 
a particular market which is suddenly closed by impors restric- 
tions, a reasonable case can be made out for allowing them to 
be sold on the home market, provided that there is no alterna- 
tive export market for them. But what of goods intended for 
export the quality of which turns out to be too low and the 
price too high? Can these be treated as genuine frustrated 
exports ?. There may or may not have been a firm foreign order 
for them in the first place; in any event, such goods will be 
least likely to attract new buyers overseas, and pressure to 
release them on the home market will therefore be the stronger. 
The home market is just as profitable as the export market—and 
for certain goods more profitable. Hence there is little economic 
incentive, in these circumstances, to make every effort to export, 
though the controls do what they can to guide production 
towards the export market. Moreover, once the general idea of 
frustrated exports is conceded, or even export rejects are allowed 
on the home market, the door is pushed ajar, if not wide open, 
for evasion, unless the Board of Trade goes in for a large and 
costly system of inspection, 

Repercussions on those. manufacturers who are actively 
engaged on export business are no less important. Before the 
war, most of them were well established in the home trade ; now 
their prewar customers, take second place to overseas buyers. 
Yet they sometimes find, to their mortification, that other pro- 
ducers, some of whom may have started production since the 
war, can sell on the home market goods which are scarce, 
command a high price, and may be of inferior quality. ‘The 
faithful exporters can be excused for asking if this is a fair 
reward for maximum effort. 

* a * 
Anglo-Italian Trade Dilemma 


The second» meeting of the Anglo-Italian Joint Standing 
Economic: Committee closed rather inauspiciously in Rome last 
Saturday, The full report is not yet available, but it is known 
that the discussions achieved little success. Italy has been 
anxious about the recent depletion of its sterling reserves ; it has 
a marked deficit with the sterling area. If the present rate of 
expenditure continues, its ‘available sterling would fall within 
twelve months below the level required for a minimum working 
balance. Italy, therefore, wanted to export more so-called non- 
essential goods to Britain: the.availability of essential exports on 
either side is limited. Britain, on the other hand, was not willing 
to import. larger quantities of peaches and other luxuries, unless 
the. Italian Government was in turn willing to guarantee the 
sterling-dollar crossrate on its free market at parity. If the free 
foreign exchange market was to be kept open, such. a guarantee 
could only be effective if the Italian Government purchased 
sterling as might be necessary, and that it was not willing to do. 

In such circumstances, agreement was not possible. The official 
communiqué, announced that the question of the sterling-dollar 
crossrate was reserved for further discussion, while modifications 
were made to the trade programme agreed last January to effect 
a “considerably higher level of trade between the two countries 
during the second half of the year.” In fact, it is estimated -that 
trade between Italy and the sterling area should increase by 
between £2,500,000 and £3,000,000 each way. Most of this in- 
crease, however, is represented by essential exports, Final judg- 
ment on the talks must be reserved until full details are made 
known. But the difficulties encountered clearly emphasise once 
more the need for a proper multilateral trading: and payments 
system’ in Western Europe. .It-is« high time that thecontrast 
betweén “ essential ” and “ non-essential ” trade disappeared from 
the vocabulary of such negotiations, One day it may be used, 
not by Britain, but against Britain. 

* € * 
Base Metal Prices Again Raised 
The anticipated increases in American lead and zinc prices 


were announced at the end of last week. Lead is 2 cents dearer 
at 19.50 cents a Ib. and zinc 3-cents dearer at 15 centsa iby; the 
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Local markets give an accurate picture of the produce and the 
needs of the agricultural areas they serve. These may differ very widely 
with the district, and it is the task of the banker to ensure that he is 
fully acquainted with the special conditions affecting farming in his area. 
The varying needs of the farming community are particularly well served 
by Barclays Bank, who have developed a unique system of Local Head 
Offices covering England and Wales. The Local Directors of these Offices 
are men with an intimate knowledge of the districts they serve. Thus 
they are in a position to deal quicky and effectively with all the varied 
problems on which farmers may wish for information and assistance. 
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Export of 
British Cotton Textiles 


The urgency of increasing exports of British 
Textile goods to the hard currency countries needs 
no emphasis. How can such exports be financed ? 
What Foreign Exchange regulations are involved ? 
How can the exporter ensure prompt reimburse- 
ment? Our intimate knowledge of interna- $e 
tional trade enables us to offer expert and ,' ) 
up-to-date guidance on these and similar Wy 
questions. 


GLYN, MILLS & CO. 


Head Office: 67 LOMBARD STREET, LONDON, E.C.3 
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PRACTICAL information which will help 


plans for the development of Australian 


trade can be obtained from the Information 
Department of this Bank. A network of 
over 500 Branches and Agencies at strategic 
commercial centres provides a specialised 
Banking Service based on expert knowledge 


of local conditions. 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 


7, Lothbury, London, E.C.2 © 
and at Australia House, Strand, London, W.C.2 

















NOW READY FIRST MONTHLY ISSUE 


Established 1858 


aR 





Associated Banks : 
Royal Bank of Scotland — Williams Deacon’s Bank Limited 













THE BRITISH BUREAU OF NON-FERROUS METAL 
STATISTICS 


The British Bureau of Non-Ferrous Metal Statistics announces 
the first issue, covering June, 1948, of a monthly Bulletin whic 
contains more than fifty tables dealing with the production, 
movement, consumption and stocks of copper, lead and zine 
throughout the British Commonwealth. The Bulletin also con 
tas ten tables giving details of consumption of tin, antimony 
and cadmium in Great Britain. 














Later issues will be extended to include other non-ferrous. 
metals. Each Bulletin will be published within four weeks of 
the end of the month to which its contents refer, and will cover 
all stages of the industry in proper sequence—mining, smelting, 
refining, fabricating and shipment. 






It will be essential to everyone interested in world trade and. 
the supply of vital raw materials—merchants, bankers, brokers, 
wianufacturers, governments and research organizations. 


The Bureau has been founded as a non-profit-making 
organization by the British Overseas Mining Association, 
British Non-Ferrous Smelters Association and the British 
Non-Ferrous, Metals Federation. it has the active support of 
the Ministry of Supply and of all the important non-ferrous 
metal producers and consumers in the British Commonwealth, 


_ The subscription to the Bulletin, which covers twelve monthly 
issues, is £10 10s. Od. ($42.00 for subscribers. in Canada and the 
U.S.), plus cost of air or surface mail to addresses outside the 
United Kingdom. Subscription forms and any further informa 
tion can be obtained from the ia 


BRITISH BUREAU OF NON-FERROUS METAL STATISTICS) 
132, HAGLEY ROAD, BIRMINGHAM, 16, ENGLAND. 
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serling equivalents of the new prices are approximately £108 10s. 
a ton for lead, compared with the British price of {90, and 
yos. a ton for zinc against £75. It seems extremely likely 
that the copper price will also be raised by 2 cents to 23} cents a 
Ib. or £131 a ton, compared with the British price of £132. Both 
the Phelps Dodge Corporation and the Anaconda ining 
Company have already increased their prices for September 
deliveries to this level. American non-ferrous metal producers 
have hitherto been reluctant to raise their prices in order to 
encourage long-term demand. But for many months past marginal 
requirements have been covered at prices nearer the new levels. 
The recent increases undoubtedly retiect increasing inflationary 
ure in the United States. 

American consumption of non-ferrous metals has been main- 
tained at a high level this year, and a significant proportion of 
demand has been met by imports. The United States is using 
more than half the world’s output of copper and nearly half the 
world’s lead and zinc. In the short run, therefore, the only respite 
for other users of non-ferrous metals is a decline in American 
industrial activity. Zinc, which was in much freer supply last 

, became short when the American subsidy on home produced 
metal was abolished and a number of high-cost mines had to close 
down. But there has also been an expansion in zinc consumption, 
and its use has been extended in many directions. Copper pro- 
duction has increased, but it is still thought to be below world 
requirements, and lead holds the palm as the base metal in shortest 
supply. Non-ferrous metal producers have so far been relatively 
free from labour troubles, although the Mexican strike in April 
reduced the output of both lead and zinc, and at the moment 
strikes in the United States are likewise affecting the output of 
these metals. The new prices—they are peak prices for lead and 
zinc—should stimulate world production .so long as production 
costs do not expand still further. Nevertheless, as past experience 
has shown, expansion may take a long time. 

The New York market is only a guide to world prices, but in 
the absence of the London Metal Exchange there is no better 
guide, and producers outside the United States will undoubtedly 
tend to follow New York’s lead. In the past, British manufac- 
turers have had to pay more for copper and zinc than the official 
New York quotations, but less for lead, which comes mainly from 
Australia. Yet, despite this discrepancy, British lead and zinc 
prices have followed changes in American prices fairly closely. The 
Ministry of Supply has never disclosed its pricing policy. It 
obviously averages out its profits and losses, but it is not known 
whether it balances a current profit on one metal against a current 
loss on another, or whether it averages out its profit and loss 
for each metal separately over a specified period. Nor is it known 
what profit is in hand or what contracts have still to run. It is 
believed that nearly 24,000 tons of Canadian zinc have been pur- 
chased up to the end of the year at an average price of approxi- 
mately £64 a ton. But Britain’s main source of supply is the 
United States, and unless this year’s requirements have already 
been covered, the British zinc price is likely to be raised. Again, 
although Britain’s lead imports come largely from Australia, it is 
probable that the lead price will also be increased on the expira- 
tion of current contracts, but not necessarily to the full extent of 
the New York quotations. On the other hand, the Ministry has 
already covered its copper requirements for 1948 and even partially 
for the first half of next year. Home consumption has averaged 
31,000 tons a month between January and June, which is not much 
above the scheduled monthly rate of 30,000 tons, particularly as 
in January alone consumption totalled. over 37,000 tons. The 
chances, therefore, are that the copper price may not be increased 
unless the Ministry decides to fix home prices on the basis of 
current replacement costs. That depends, presumably, on its view 
about future price trends—in which its judgment has been wrong 
More often than it has been ‘right. 


* * * 


“Shortfall ’’ or “ Failure ’’ in Cotton ? . 


One of the conditions which had to be achieved if the cotton 
ustry was to play the part required of it in the national 
Sconomic effort was (as the “Economic Survey” explained) an 
Mecrease of 58,000 in the labour force by the end of 1948. Another 
Was the redeployment of labour ; this, the President of the Board 
ef Trade told the Lancashire cotton industry in March, would 
the keynote of the production drive. Neither of these conditions 
seems to be making rapid progress towards fulfilment. Mr Ness 
Edwards admitted in Parliament last week that there would be, 
a the rate of recruitment up to May, a “ shortfall in relation to 
" Manpower target”; but he denied thct the “shortfall ” 
snounted to a “failure” of the recruiting campaign. In fact, as 
+ 
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the Cotton Bulletin for June showed, the cotton industry by the 
end of May had gained 9,881 workers since December. "This left 
48,000 to be found during the rest of the year. ~~ 

The other arm of the pincer, redeployment, does not seem to 
be doing any better. In the cotton weaving trade it has 
come to be identified with the question of applying the 
Tecommendations made by the Moelwyn Hughes Report on 
methods of payment. Those recommendations were examined 
in The Economist on June 12th ; it was then stated that the 
manufacturers’ association and the trade unions had agreed on a 
twelve weeks’ trial to ascertain how they would work. The trial 
agreed upon was not of a particularly valuable kind, since the sheds 
conducting it would not actually work the new system, but 
would merely keep records of what the earnings might have been 
if the system had been in force. But even this experiment has 
only just started, and there is still ample room for delay before it 
leads to any material results. 

The ial has, indeed, produced as much disquiet as hope. 
There is uneasiness not only over the delay, but also over the way 
the negotiations for its introduction may go within the industry. 
The Moelwyn Hughes recommendations were based on a scheme 
prepared by Associated Industrial Consultants, Ltd., which implied 
not only a recasting of the out-of-date wage system but also a re- 
calculation of the work-load in each shed. If the first is done with- 
out the second, then the essential incentive to effort may be missed, 
and the trade may merely be presented with a new Uniform List 
based on a generalised time schedule for each type of operation in 
the industry. This uneasiness was reflected in a letter published 
in the Manchester Guardian this week from a director of Asso- 
ciated Industrial Consultants, Ltd., Mr R. J. Gigli. The trade, in 
Mr Gigli’s view, is chasing the shadow and losing the substance of 
the Moelwyn Hughes report. Mr Gigli’s letter helped to show the 
extent to which redeployment is entangled in the wage structure. 
Industrial consultants have applied the new system of payment in 
a number of sheds, but they cannot apply them generally: the 
Uniform List still has statutory authority, and experiments can in 
practice only be attempted where they do not happen to confiict 
with it. The urgency of the matter is underlined by the conclu- 
sions drawn by the Nelson weaving industry from its “ Beat the 
Crisis” campaign. This effort to achieve an increase of 10 per 
cent over a twelve-week period succeeded only in achieving an 8 
per cent increase in its best week. The Nelson manufacturers 
concluded in their report that more could not be done so long as 
the wage structure remained unchanged. 


* * * 


Dearer Electricity in Winter 


The Minister of Fuel and Power told the Commons last week 
that he had “asked” the British Electricity Authority and the 
Area Boards to put into effect certain of the recommendations 
of the Clow Committee. Among these were the proposal for 
higher charges in the winter months, to be offset by reduced 
charges in the rest of the yeaf. The process which now begins 
may throw some light on the degree of independence of the new 
nationalised industries from political control. The Electricity 
Authority has to consider what it will do in response to the 
Ministry’s request—which is, as yet, no more than a request. 
Assuming that it agrees with the proposal, there will be two main 
problems for consideration. The first is the period of the year 
during which the higher tariff shall operate. The Clow Com- 
mittee preferred a three months’ period to a six months’ period ; 
consumers, it thought, would be more likely to pay attention to 
the shorter period. But it has to be remembered that meters are 
not all read on one day; meter-reading is continuous, and it is 
quite impracticable to change the meter-reading method for this 
purpose. 

If, therefore, the aim is to achieve the maximum deterrent effect 
between December 1st and February 28th, it would seem necessary 
to start with the group of meters which is read on January 15th. 
Consumers in that group would pay the higher rate on all the 
current they used between October 15th (their previous reading) 
and January 15th. The operation would conclude with the meter 
readings on April 14th or 15th, and would by then have covered 
all consumers ; but the last group, like the first, would get a good 
deal more warm weather in their high-tariff period than the groups 
in between. Only one group out of 90 or so would pay the higher 
rate on the whole of the three months from December Ist to 
February 28th. ‘ 

This suggests that, in deterring consumers from using current 
in the months when peak demand is greatest, the Electricity 
Authority may also haye to deter them from using current in 
months when peak demand is not so great; and it is not to be 
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supposed that this will be any more palatable to the electricity 


industry than jt is to the consumer. A sifnilar consideration 
applies to the crucial point ‘of the whole scheme—the extent of 
the price differential to be established between the winter tariff 
and the tariff for the rest of the year. A winter tariff so high 
as to be really deterrent may produce economiy first in off-peak 
hours, and only secondarily at the peak periods themselves. On the 
other hand, a slight differential can hardly have any useful effect 
at all. 
* * * 


Remitting Profits from Argentina 


The normal resumption of remittances of earnings from 
Argentina to Britain is now to be permitted, according to a 
message this week from Buenos Aires. This is apparently the 
result of the settlement of a number of questions arising out of 
the Andes agreement, principally concerning the quantities of 
meat by-products to be purchased by Britain. Experience teaches 
that all announcements emanating from Argentina regarding 
agreements with the government of that country require to be 
scrutinised with the utmost care. On the occasion of the announce- 
ment at the end of June, the official communiqué stated that a 
remittance of earnings on cld capital would be authorised “ in 
accordance with the availability of foreign exchange.” Presumably 
this qualification still applies, and may still operate at the behest 
of the Argentine authorities to put a stop at any time to any 
remittances that may now be authorised. However, it is to be 
presumed that the British negotiators did extract some conces- 
sions in return for the agreement on meat by-products, but until 
the British: companies concerned have succeeded in their applica- 
tions to remit it would be as well to withhold judgment. In 
London, there is some confidence that the Argentine attitude on 
this question will be satisfactory, not least owing to the un- 
willingness of the American Government to ease Argentina’s 
present dollar difficulties. 

Angio-Argentine trade is still heavily in Argentina’s favour, so 
that there should be ample supplies of sterling to enable these 
remittances to be effected. No official estimate of the amounts 
involved has been made available, but a figure of up to {ro million 
has been mentioned. This is no unconsidered trifle, and it is 
therefore inexplicable that the question of sterling remittances 
should have been put so low on the agenda for discussion between 
the two coumtries. Is this one more example of Foreign Office 
indifference to British overseas investments? 

In a comment (page 1079 of The Economist of June 26th) on 
the Argentine Government’s decision to establish a more favour- 
able rate of exchange for new foreign capital in Argentina, it 
was suggested that this would give unqualified help to the export 
from Argentina of a wide range of goods to which the new free 
raie would apply. A correspondent in Buenos Aires wriies to 
poimt out that, in fact, this new sate applies exclusively to financial 
services, remussion of profits, etc., and ihat, in practice, any 
Argentine manufactures to which the new, and quite separate, 
export rate might apply, such as books and leather goods, have 
new priced themselves out of the market. Ii was thought that the 
relaxation of amport licensing which was announced at the same 
tume for goods from soft currency countries represented a real 
change in Senor Miranda’s attitude, and that “ inessentials ” such 
as Whisky and moter cars would be imported without restriction 
into Argenuna. This correspondent points out that no exchange 
permits have, in fact, been issued, at least through direct channels, 
for textiles, automobiles and the vast majority of so-called 
“ snessentials,” and that in Buenos Aires it is difficult to see the 
reason fer the optimism expressed in the British press regarding 
prospects for creased exports to Argentina. 


* * * 


Mexican Peso in Suspense 


No new official exchange rate has yet been fixed for the 
Mexican peso since ihe announcemeni a fortnight ago that the 
official rate of 4.85-4.86 pesos to the US $ was being abandoned. 
It is clear. from a statemeng.made by the Mexican Finance 
Minisier, Senor Ramon Beteta, at the beginping of this week that 
a flight of capiial precipitated the Government’s move. According 
to Senor Beteta, sales of dollars during the first 21 days of July 
totalled more than $19} million, and reduced the reserve to $114 
million. The latter figure presumably refers to the official holdings 
of gold, dollars and silver. Senor Beteta added that it was impos- 
sible to predict when the new exchange rate would be fixed, but 
reports from Washington int:mate shat this may happen within the 


next £5 days. 
These zeports also speak of a rate which has been agreed with 
the International Monetary Fund of one Mexican peso to equal 





THE ECONOMIST, ‘August 7; Iggy 







15 US cents. This would be equivalent 12 a rate of 6.66} 9 
to the $ US, or ‘a depreciation of more than 25 per cent, @ 
the approval of the Imternational Monetary Fund ‘would aco, 
ingly be necessary. Meanwhile, the peso has changed hands ea 
to the $ in unofficial dealings, and the Finance Ministry has iggy 
a decree fixing a provisional exchange rate of 6.50 pesos to the! 
for payment of Mexican taxes by foreign corporations. A oom, 
plete embargo has been placed upon all exports of gold until the 
new official rate is fixed, but it is not clear whether internal gales 


of gold have also been stopped. Vhiy 
Development Councils : Ee 


Parliament adjourned without reaching any conclusion in the 
protracted skirmish over Development Councils for industry, 
Trade union dissatisfactioa with the slow progress made wa 
expressed again by Mr Vincent Tewson, general secretary of the 
TUC, ina circular reproduced in the July issype of Labour, * 
months (the circular pointed out) had already passed since the 
Industrial Organisation Act received the Royal Assent. Yet the 
only Development Council so far set up was the Cotton Bog 
for which “there were specially favourable circumstances ” ; that 
is to say, the Cotton Board already existed before the Act wa 
passed, and needed no more than a new constitution. Mr Tewsog 
discussed the proposals of employers for non-statutory bodies, 
and warned trade unions that sis 

since the negotiations are being closely watched by employer! 
organisations generally, a departure from the Development ‘ 
form in one industry can be expected to prejudice the establishment 
of Development Councils elsewhere. aly 
The Board of Trade (through Mr Belcher) was pressed in the 
House last week for a statement of its intentions, but Mr Belcher 
gave nothing away. He refused to say what would be done im 
the pottery industry. He would not promise that no development 
council would be set up against the wishes of indus.ry ; at the same 
time the reception he gave to assurances of support from organised 
labour could hardly have been more guarded. He made it cleat 
that patience was not yet exhausted : we 

The intention of the Government is to secure the agreement | 

industries to the setting up of development councils, and we 

proceeding towards that end, but it involves negotiations, and Tam 

afraid that the negotiations are taking rather a long time. ~~ 
Clearly it is sensible to cling to the hope of agreement; thet 
advantages of Development Councils imposed on unwilin 
industries are hard to see. It is worth noting that in the course¢ 
the negotiations the attitude of industry has become a good deal 
more clear-cut, as a letter on another page from Sir Freden 
Bain, President of the Federation of British Industries, sho 
The opposition is not to central bodies, but to bodies appointed 
by the Government and not responsible to the industry. Sit 
Frederick Bain has stated elsewhere that industry is prepared 


gy 





a 





























a ee ee 


Records and Statistics 


Ever since its earliest days, over a century ago, THE 
Economsst has taken as its task, not merely to comment on | © 
the passing scene of events, but also to provide a permanent | 
record of facts, both statistical and documentary. i 


In these days of paper shortage, this task cafinot be adequately 
performed within Tue Economist itself. Accordingly the 
RECORDS AND Statisnics Supplement to THe Economist was “~ 
started early last year to take over this function and perform ~ 
it in a fully adequate, specialist form. 





The subscriber to Recorps anp Statistics who preserves his 
copies has available a rich storehouse of current information, 
Not only can he build up a continuous series of several hundred, 
statistical items, he also has access to all important public” 
documents, conveniently digested, ; 
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Recorps AND Sratistics is the indispensible complement of 


THe Bbconomsst. 


Recorps ano Sratistics is available on postal subscription ’ : 
only, The subscription rates are £2 ios. a year for Reconns 
AND Statistics alone or £5 together with THe Economst. 
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acoept “ an independent element ” ; as to the size and responsibility 
of the independent element there is still room for clarification. 
But it may be that if the Government is prepared to apply the 
Industrial Organisation Act with discretion and flexibility, the 
gispute may yet be settled without using the steamrollere Con- 
sidered in the light of that possibility, Mr Belcher’s reticence is 
intelligible. 


* * * 


Assistance for Vactric 


The D/stribution of Industry Act, 1945, sought to provide 
inducements to industrial firms to place their new factories in 
Development Areas. Suc¢esstul persuasion sometimes brings 
responsibilities in its train ; the Treasury’s advance of £500,000 
to Vactric Limited (anpounced last week), illustrates the process. 
The Vactric loan is the biggest yet made under Section 4 of the. 
Act; this authorised the Treasury to advance money to firms, 
operating OF proposing to operate in Development Areas, which 
were short of funds but which otherwise had good prospects 
eventually of standing on their own feet. It is made on the recom- 
mendation of the Development Areas Treasury Advisory Com- 
mittee; there have previously been sixteen such loans, totalling 
{852,700. Seven loans went to firms operating in South Wales, 
six to firms in the north-east, and three to firms in Scotland. 

The Distribution of Industry Bill (not a Labour Government 
measure, but one introduced by Mr Churchill’s Government) 
obliged firms to notify the Board of Trade of their intention 
to erect any industrial building with a floor space of more than 
1¢,000 square feet. It also empowered the Board of Trade to 
prohibit industrial building if ir appeared that “the provision of 
further industrial premises in any area would be seriously 
detrimental to the proper distribution of industry.” 

Vactric Limited began in 1944 to seek a new factory; they 
agreed to place it in Scotland, and occupied a temporary factory 
at Chapelhall pending construcuon of a new building. “In 
embarking on the new programme of production in Scotland,” 
to quote from the chairman’s speech last year, “we were 
deliberately and willingly serving one of the main economic pur- 
poses of the Government, both of the (then) National Government 
and of the present Labour Government.” A factory was built to 
their specification on the Newhouse Industrial Estate, and was 
leased to them by Scottish Industrial Estates, Limited—which is 
controlled and supported by the Board of Trade. They expected 
it to be ready by December, 1945, but this proved optimistic, and 
they were not able to move in until two months ago. 

In the meantime it had become clear that finance in the post- 
wat world was not so plentiful as industrialists had naturally 
hoped. The company sought additional finance last year for the 
purpose of extending its production and occupying the new factory, 
but its efforts were not successful. At the same time it found 
self with far larger stocks than had been expected. The burden 
of stocks was aggravated, as last week’s statement said, by “ the 
free delivery of raw materials for which substantial orders had 
been placed during periods of severe market restriction ”—a phrase 
which serves as a reminder that shortages of industrial materials 
are not always as great as they may appear on paper. In the last 
few months the case was put before the Treasury Advisory Com- 
mittee, which found the company’s trading prospects good 
tough to justify the advance of £500,000. (It will also have the 
advantage of overdraft facilities up to £250,000 from its bankers.) 
The terms of the advance make it clear, however, that this is no 
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ool HB sy path to expansion, The loan is repayable within 5 years, 
I “GBB 2M is elaborately secured on the company’s assets and goodwill. 
ys 0 BB Noordinary dividends are to be paid without the previous consent 
m 2 BE writing of the Treasury. The company accepts a financial 


adviser nominated by the Treasury, and three directors, including 
¢ chairman, are to be Treasury nominees. It reflects no little 
W &® ‘aith in the ultimate prospects of the company that its 5s. shares 
do should have risen from 5s. 74d. a fortnight ago to a nominal 
lie St level of 6s. 3d. 
at ms * * 


, a BSE Centralised Delivery 


“a The opening of the new Stock Exchange department for 
ph BB centralised delivery of registered securities has been favoured 
7 ~~ BY the quictest week in Throgmorton Street in the past three 
et ar Years, A full test of the machinery may not come until after 
i 
F 


ety 


Rext settlement, but so far it has worked with expected 
Smoothness. This new department results from prolonged 
“'scssion and there is general agreement that it will effect worth- 

€ economies in brokers’ office overheads and staffs. The 
Proposed machinery appears to be well devised for its purpose. 
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Members are obliged to collect securities from the depart- 
ment although it is left optional for them to make deliveries. 
Transfer deeds may be delivered between the houits of 9.45 a.m. 
and 12.45 p.m., collections must be made daily before 1.15 p.m. 
and cheques may be delivered up to 1.50 p.m. and collected up 
to 3 p.m. One interesting departure from the original scheme, 
as announced in June, involves, a change in principle. In con- 
sequence of representations from the gilt-edged market, it has been 
decided to exclude gilt-edged securities (dealt in for cash) from 
the scheme for the present. It was feared by members that the 
confidential nature of major transactions for cash in the gilt- 
edged market might be exposed 1o undue scrutiny as a resu't 
of canalising delivery through the new department. * 


x x * 


Colliery Preference Capital 


By a majority decision the Court of Appeal has granted 
permission to Chatterley-Whitfield Collieries of Manchester to 
repay its entire preference capital of £200,000, thus reversing an 
earlier order of the Palatine Court, Liverpool, which restrained 
the company from doing so. The issue, which may have impor- 
tant consequences for preference shareholders in some colliery 
companies, is associated with Section 25 of the Coal Industry 
Nationalisation Act, 1946, which sets out to. adjust claims “as 
between classes of debenture and sharehsiders of companies 
having assets transferred” under the Act. In this case, an 
important section of the shareholders opposed the repayment plan 
on the ground that there was a reasonable expectation that they 
might obtain greater benefit, eventually, under Section 25 than 
they would by repayment at present. The colliery company 
argued that, having been deprived of much of its business by coal 
nationalisation, its capital structure had become top heavy and that 
the preference issue should therefore be repaid. 

The Master of the Rolls, in his judgment, linked the effect of 
Section 25 of the Coal Act with Section 55 of the Companies Act, 
1929, which deals with the Court’s powers to reduce a company’s 
capital. Lord Greene took the view that the existing capital of 
the company was excessive in the new circumstances. Therefore 
“a company would be guilty of gross financial ineptitude if, 
finding itself in possession of preference capital that was not 
earning its keep, it did not take steps to reduce the capital.” It 
might be that the terms reached at some future date by a tribunal 
not yet set up might be less favourable for the preference holders 
than the terms now offered. 

Lord Justice Evershed, however, supported the decision of the 
lower Court and argued that “ ordinary shareholders ought not to 
regard the preference shareholders as a burden to be got rid of 
as soon as sufficient funds were available for the purpose.” 

This is not the first case on the point ; indeed earlier litigation 
in other instances has shown similar disagreement about the 
presumptive rights of preference shareholders under Section 25. 
It is, however, the first case arising from the Section which has 
come before the Court of Appeal. Leave to appeal to the House 
of Lords having been granted, it rests with the litigants to seek 
a final decision from that august tribunal. 


* 


It is not only the capital of colliery companies which has become 
excessive by reason of nationalisation. This week, Stephenson 
Clarke, the coal distributors, havé announced that £3,500,009 
which the company has received as. compensation for railway 
wagons will be applied in repayment of the company’s debenture 
and preference capital. The principle is the same as in the case 
of the colliery companies, but in this case, of course, Section 25 
of the Coal Industry Nationalisation Act does not apply. Under 
the scheme to be submitted to the court, £1,261,267 debentures 
are to be repaid at 104 and £675,000 12 per cent Ios. preference 
shares at 23s. per share, both prices excluding accrued interest and 
dividend, The terms are, in fact, somewhat better than the strict 
entitlement of the two classes in the event of liquidation ; further- 
more the problem is simplified in this instance as all the ordinary 
capital is in the hands of Powell Duffryn. 


* * * 
Transport Securities Valuations 


There have been few cases of opposition by stockholders to 
the valuations fixed by the Transport Commission for the 81 
stocks of the 35 railway and canal undertakings whose value 
was left undetermined under the terms of the Transport Act. 
It has been part of the duties of the Transport Tribunal to hear 
and adjudicate on the evidence submitted by stockholders against 
the rulings of the Commission. The Tribunal has, in addition, 
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revised the valuations of the stocks of four companies set by the 
Commission although stockholders had not opposed them. Of the 
nine cases recently reviewed by the Tribunal only two were the 
subject of opposition by stockholders. The Tribunal has agreed 
to revise the value of the £160,000 of stock of Calder and Hebble 
Navigation from £20 per cent to £32 per cent after the stock- 
holders had. suggested £40 per cent on the basis of the rental 
figure. And in the case of Aire and Calder Navigation the opposi- 
tion succeeded in obtaining a higher value for two out of four 
of the stocks of the company, although the final award for the 
ordinary stock was unchanged from the Tribunal’s original figure 
of 66} per cent after a revision to 83 had been sought. The case 
for the higher figure had been based on the not unreasonable 
submission that the annual average dividend on the ordinary 
stock over the past 44 years had been 4.31 per cent. After an 
adjournment from July 20th, when fresh evidence was demanded 
from the Transport Commission, the case of Lee Conservancy 
Board was closed on July 28th and the findings announced some 
days later. Here the rulings of the Commissicn had not been con- 
tested by stockholders, but the Tribunal itself had differed from 
the Commission in its valuation of the 3} per cent Debenture 
stock which it raised from {110 per cent to £101 Ios. per cent. 


The Transport Commission has recently announced its inten- 
tion to pay a half-year’s interest at the rate of 1} per cent on 
the stocks of such securities whose value is not decided by 
August 7th. On present reckoning, it seems likely that six stocks 
will qualify for this payment, which will be on the basis of 80 
per cent of the provisional valuation placed on the stocks by the 
Commission. Where a dividend has not been paid on an issue 
in recent years and the stock has only a nominal value, the interest 
payment will be postponed until a final valuation has been fixed 
and the stock converted into 3 per cent Transport Stock. Subject 
to this latter proviso, interest payments should be forthcoming on 
the stocks of Easton and Church Hope Railway, East Kent Light 
Railways, Kent and East Sussex Light Railway, King’s Lynn 
Docks and Railway, Trent Navigation and Hereford and Glou- 
cester Canal. 


* * * 


EMI Note Issue 


The placing of £2,000,000 4 per cent ten year notes at par 
by Electric and Musical Industries announced at the end of last 
week is intended to replace a bank loan of £1,313,000 which has 
arisen since June 30, 1947, the date of the latest published accounts 
of the company. ‘Together with the recent issue of 500,000 Is. 
ordinary shares of Decca Record at 17s. 6d. a share, this note issue 
reflects the deterioration over the past year of the cash position 
of radio and electronic companies, an experience which has been 
shared by most industrial concerns. Few companies have escaped, 
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least of all the biggest, as is evident from the latest accounts’ 
Unilever group—which is the subject of a leading article 
235 of this issue—and from the current issue of capital by Imperui 
Chemical Industries. Although only a provisional balance she 
for the year to June 30, 1948, is available for EMI, it is clear 
the rise in the value of stocks from £4,135,598 to £6,250,000 thy 
the working capital requirements of the group have incr 
beyond the capacity of its permanent capital plus reserves to cay 
them. In a memorandum to shareholders explaining the need fo 
the issue of notes, the company points to the increase in 0M, 
in 1948 to £8,000,000 (one-quarter of which is accounted for 
exports) “at costs and prices much above prewar levels.” Jy 
addition there were outstanding capital commitments amounting 
to £500,000 at June 30, 1947. Bape 
The directors of EMI somewhat naturally express a preference 
for obtaining additional capital by means of an issue of 3; 
these are indeed dog days in the capital issue market, which hy 
in front of it the task of absorbing the big ICI issue. They haye 
also been at pains to indicate that the issue of notes does no 
preclude them from obtaining further bank accommodation, 4 | 
similar case of acute capital shortage is provided by the latey © 
accounts of Patons and Baldwins which are analysed this wee 
in the Records and Statistics Supplement. Ordinary shareholden 
must view such developments with concern, since its logical end 
must surely be reduced dividends. Despite the burden of taxation, 
it is becoming more than ever inescapable for companies p 
provide a greater part of their additional new capital and replaces. 
ment requirements out of profits. bom 


Shorter Notes 


The Board of Trade interim index of industrial production fel 
from 124 per cent of the 1946 average in April, to 113 per cen 
in May—a provisional calculation. This fall is due to the inciden: 
of Whitsun holidays. The index for May was still appreciably 
above the figure of 110 per cent for May, 1947. The larges 
proportionate decline occurred in the mining and quarrying group. 


The United States Department of Agriculture has recom- 
mended that American farmers should sow only 71,500,000 atte 
of wheat in 1949, or 8 per cent less shan this year. The Depat- 
ment has estimated that the reduced area would produce J, 
million bushels, compared with the current crop of 1,242 mills 
bushels. This prospective loss of exports to Europe can & 
made good by a further expansion in European production, giv 
an adequate supply of fertilisers and equipment—and {avourabk 
weather. y 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 








Net 





Prices, Price, Price, Yield, | Gross 
Year 1946" | Name o! Security ; July 28! Ang 4, | Aug. 4, | Vield. | 
an.] te Ang.4) | 1948 | 1948 } 1948 | Aug. 4, 
High | Low * i AP sf 1948 i 
i British Funds i Ss. a és. da) 
2018 | 101 | War Bonds 2}% August 1, 1949-51) 1014 | 10k |... 6} 1 6 he 
101% | 100} Exchequer Bonds 17% Feb, 15, 1950), 100% | 100% | 0 8 9/1 4 2) 
3025 | 100} |, War Bands 24% March 1, 1951-53./' | 102 010 6) 112 2¢ 
102% | 100 War Bonds 24%, March 1, 1952-54.) 101##xd} 102xd | 015 7/117 5e) 
104} | 01% ||War Loan 34% (after Dec, 1, 1952)| 1024 | M03%)1 5 6) 217 11 | 
1023 | 99} | War Bonds 2)% Aug. 15, 1954-56, 101 }§ xd) oe 1.0 142 2 2el 
103) | 100} {Funding 23% June 15, 1952-57...) 1024) | 102 | 1 3211}2 8 Qf! 
105) | 100} | National Def, 3°, July 15, 1954-58 104 | 1044 2 37) 20 VE 
305 | 301} | War Loan 3% Oct. 15, 1955-59....) 105 | 1054 11 4 0)211 2) 
103¢ } 100 | Savings Bonds 3% Aug. 15, 1955-65; 10R{x@/ 102xd {110 3/2 16 11/ 
Wl 9%} | Funding 24% April 15, 1956-61..../) 100} | 1 10 11 210 0/ 
302; | 98) | Funding 3% April 15, 1959-69..... | 102, 102} | 110 9/218 OF 
114’ | 310k |/Funding 4% May 1, 1960-90...... 1 1s 113 | 1 0 7!2135 O¢ 
102% | 97% |Savings Bonds 3%, Sept. 1, 1960-70; 100§xd| 100})xd} 112 0) 218 91 
Sh $2% Savings Bonds 24% May 1, 1964-67) ni i; 96% |} 112 61.216 O07 
iisy | 122%) [Victory Bonds 4% °Sept. 1 1920-76) 113ixd|_ 1i4jxd) 1044/1 2 17 08, 
Oly 964 Savings Bonds 3% Aug, 35, 1965-75) ales 1004xdi 1 12 11 2.19 10) 
ill 107; | Consols 4% (after Feb. 1, 1957)....\; 108sxd) 109% | 1 1 8) 216 Of 
4063 | 102} Conversion 33% (after Apr. 1, 2961) 105%.| 105, [110 6/3 2 3f| 
&3} 74) || Treas. Stk. 259% (alter Apr. 1, 1975)|/ 7 7} (116 1/3 511f 
99 $1} | Treas, Stk. 38% {after Apr 5, 1966).|, 94 Mi (215 0)3 3117 
100 $3} Redemp. Stk. 3% Oct. 1, 1986-9. .| $7 Ht } 11411; 3 2 los 
ea | a4} NOON TPR, nivtintinn Sonty py Thins oss |. 76 %e | LIU) S 5 5) 
IOI, | $6 [British Electricity 3%, Gia Yebs-73)) 100 | 122 8/3 0 22 
9. | $37 »|/Beitish Transport 3°, Gtd. I976-t#)) 97% | 97H 1:14 9/3) 2037 
100} 25§ British Transport 3°, Gtd_ 3968-23), 100} 100/112 9'3 0 31 





Kedemption yieids on stocks optiouaily ot. unally redeemable wottun the next hve years 
ere worked out on the assumption that they will be repaid at the earliest date. Redemption 
vields on other dated stocks assume that stocks paying over 3 per cent will be redeemed 
at the earliest date (these are marked ‘e’}, and those paying 3 per cent or less will be repaid | 
at Ube fatest date (marked ‘!). ‘#) Net yields are calculated after allowing for tax at | 
Ss a the % tt) Plat yk. * Assumed ‘verage tite 15 years 6 months. {! 


reports appear in the Supplement: Unilever Group; Patons and Baldwins; Canadian Eagle. 
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— $9 A TMs cecoveseees 101 f= 101 
6 50 ¢| 50 cl|Anglo-American Ms...) GHP Oh FT 
10 i | 8 a 25 b {Angio-Iranian Oi! {1.......), 8 $ 
76 62/44) g15 ¢} g15 c |\Assoc, Port. Cem. Ord. Stk. {1 73/1$ | 73/1} 
38/6} 29/6 | 40 ¢} 40 c/\Austin Motor‘A’ Ord. Stk. 5s! 5 | 32/- 
t4/~1} 42/9 7a) 1 6 |\Barelays Bank Ord, ‘B’ £). .| 15/6xqj 16/- 
104 | $8 | 120 6] 15 @|Bass Ratcliff Ord. f1.......) 9 | 8ff 
104/9 t5/- | 8 a| 12 6)British Ox BiAl 44 
46/14) 36/-| 2a) 5 6) \Courtauids Eh. .eeeee nj) ST/ 38/3 
52/6 | 25/1 | .20 a] Tb) Distillers Co, Ord. 45.......  26/Th | 26/6 
32/103, 27/9, 8 ¢ 8 ¢ | Dorman Long on p egéounl |} 29/3 | 29/9 
19/9 | €8/- | 4d ¢] 45 ¢| Dunlop Rubber Ord. 41...) 70/- | 70/6 
s3/- | 44} Sal 1 b}ifmp - Ind. Ord. Stic. Zi CR | 6/1 
6% | 48 | 39§| 13)e4 Imperial Tobacco f1.......) ” 5h i 
46/9 | 4/5} Woe} 0 ¢} Lanes, Cotton Ord. Stk. -ff 1/10}; 42/ 
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COMPANY MEETINGS 
BRITISH PLASTER BOARD, LIMITED 


VARIETY OF PRODUCTS 


THE RT. HON. LORD BELPER’S SPEECH 


The thirty-first annual general meeting of 
the British Piaster Board, Limited, was held 
on the 29th ulumo at 20, St. James’s Square, 
London, S.W., the Rt. Hon. Lord Belper 
(chairman of the company) presiding. 


The chairman said: Ladies and gentle- 
men—There have been certain changes 
among the members of the beard since our 
last annual general meeting. 


Mr W. G. Allen and Mr B. J. Cafferata 
both retired during the financial vear under 
review after many years of service. By mutual 
arrangement Mr Allen has kindly agreed to 
be available to render advice’ and Mr 
Cafferata 1s acting im a consultative capacity 
and is doing much useful work for the com- 
pany. 

A few weeks ago, Mr Harry Ford also 
resigned from the board, in view of his 
advancing vears. I em sure we all wish him 
every happiness in his retirement. 

Mr Durham has been connected with the 
company for a long time and it was with 
much pleasure that we welcomed him to the 
board almost a year ago. His wide know- 
ledge of mining and his all-round industrial 
experience is proving of great benefit. 


SCOPE OF GROUP'S ACTIVITIES 


It is not always appreciated that the British 
Plaster Board, Ltd., and its subsidiary com- 
panies supply the building industry not only 
with plaster board, but with many other im- 
portant materials. In addition, a wide range 
of trades and professions, apart from. those 
connected with building, are supplied with a 
variety of products, and I draw your attention 
to the list of the main users, as set out with 
the names of your company’s subsidiaries 
on the last page of the report and accounts 
for the year to March 31, 1948. In view of 
the number of these products, I shall only 
comment upon a selected few of particular 
importance and interest. 


GYPSUM INTERESTS 


The rate of extraction of gypsum rock from 
our mines has reached -the level aimed at, 
and the total for the year under review is 


therefore very considerably above anything 
achieved before. 


The mechanisation of the mines has been 
completed to the degree planned and is the 
Main factor in securing the tonnages won. 

e¢ is now therefore mining capacity 
sufficient to meet the full gypsum require- 
ments of Great Britain, without recourse to 
importation from abroad, as was the practice 
to a large degree in prewar days. 


In the production of plaster, we have been 
severely handicapped through slow delivery 
essential machinery in the race to provide 
our share of the country’s full needs. Outputs, 
ever, have been substantially increased. 
A new unit, of considerable size relative to 
total outputs, has been brought into pro- 
recently by Cafferata & Co., Ltd., 
and the rest of our new projects for the pro- 
oo of plaster should be completed early 
year. 


__ In the case of plasterboard, there have been 
improvements in the rate of production at all 
our factories, and our two new units are now 
M operation. The arrears of outstanding. 
orders have been steadily reduced for some 
months past, and this rate will be accelerated 
as the new units are tuned up to full output. 


Many of you will be aware that there are 
sull restrictions imposed by the authorities 
upon the use of plasterboard in the building 
cf houses, but this matter is now being re- 
viewed with the departments concerned. 


ROOFING FELT GROUP 


Your two companies producing felts and 
other products have had a successful year in 
supplying far more than ever before, and of 
a quality which is second to none. 


These organisations are keenly alive, as is 
the rest of. your group, to the imperative 
needs of the country for large outputs, in 
relation to available raw materials and man- 
power, of the right goods at a reasonable 
price. 

There are some difficulties over the supply 
of essential raw materials, which require con- 
stant attention in collaboration with the 
Government, and it is to be hoped that this 
problem can be eased 


PAPER 


I am able to report that the output from 
your paper company has also been increased 
and that the total for the year is satisfactory 
for the size of the installation. Here, particu- 
larly, the obtaining of raw materials is diffi- 
cult, especially in regard to the right quality. 


DIE STAMPINGS, PRESSINGS, ETC. 


During the year, Gill Stampings, Ltd., 
completed the transfer to their new and en- 
larged premises in Birmingham, and a sub- 
stantial quantity of new machinery has been 
introduced. ‘The organisation of the ‘transfer 
was carried out successfully, and production 
was maintained at a high level throughout. 
The number of different industries supplied 
is considerable, and the prospects of. the 
company under its keen management are 
good. 


In the last few weeks of the company’s 
financial year we acquired J. Perks and Son 
(Forgings), Ltd., who menufacture steel drop 
forgings and allied products, near Birming- 
ham, it being the opinion of your directors 
that this new acquisition forms a useful ex- 
pansion of the group’s interest in the same 
broad field as that occupied by Gill Stamp- 
ings, Ltd. 


EXPORTS 


Considerable attention has been paid 
throughout the group tc exports and, as men- 
tioned above in the case of Gypsum Rock, to 
the elimination of imports. Progress has been 
made in direct exports, and there have been 
large increases in the supply of materials 
entering into the manufacture of goods ex- 
ported by other concerns. 


VISITS ABROAD 


In the earlier part of this year your joint 
managing director, Mr W. S. Trimble, and I 
paid a visit 0 South Africa, to consult with 
our colleagues therc on a number of pro- 
blems in connection with our associate com- 
pany, Gypsum Industries, Ltd. 

The new Plaster Mill at Cape Town has 
recently come into production and the 
new plasterbvard plant will be in operation 
within the next month or so. 

The potentialities for the company’s pro- 
ducts are undoubtedly considerable, and we 
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look forward to a promising future for this 
concern. 


We are happy to have with us several 
members of Gypsum Industries, Limitéd, 
who are studying the operation of our group. 
The chairman and secretary of that company 
propose to visit us in October of this year. 

With the easing of travel restrictions visits 
are being made by several of our executive 
directors to Canada and the USA as well as 
South Africa. 


There is no doubt that itis becoming in- 
creasingly important to maintain and imerease 
our contacts in other countries, to gain new 
ideas, to study the needs of foreign markets, 
and generally to promote our export trade. 


NEW PRODUCTS 


Recently there has been appointed a de- 
velopment manager for the group in order 
more rapidly to promote full-scale manufac- 
ture of new products. The central laboratory 
and its organisation are being enlargéd to 
encourage still more active research. 


Last year a full-time. personnel officer, 
with considerable experience of personnel 
relations, was appointed to look. after. the 
many preblems involved in providing proper 
working conditions and satisfactory rates of 
pay. 

It is with satisfaction that a letter was 
received recently frém the Minist of 
Works, thanking those within our industry 
for the work in running the voluntary con- 
trol of plasterboard. You. will be glad to 
know that since its inception in the. early 
days of the war your company has taken a 
leading part in operating. this. voluntary 
control. 


BRITISH INDUSTRIES FAIR, 
BIRMINGHAM, 1948 


Your company decided to exhibit at the 
Birmingham section of the recent British 
Industries Fair, especially in relation to the 
export market. 


We were greatly henoured by a visit from 
Their Majesties, with whom many of the 
exhibits on our stand were discussed. 


THE DIRECTORS’ REPORT, BALANCE-SHEET 
AND ACCOUNTS 


As in past. years, I assume it is your wish 
that the directors’ report, the balance sheet 
and the accounts be taken as read, since they 
have been in your hands for the prescribed 
period. 

You will, no doubt, observe that the form 
of the accounts has been altered, in order 
fully to meet the requirements of the’ new 
Companies Act. 


I feel the consolidated balance sheet re- 
quires little explanation and such remarks as 
I make will also cover the parent company’s 
balance. sheet. 


The net value of the fixed assets has been 
increased by approximately £400,000 and 
ou will note that the cost of acquisition of 
John Perks and Son (Forgings), Limited, to 
which I have already referred, was £92,313. 


As noted, a further £490,045 is due to be 
expended on the completion of our present 
projects, and the liquid position is such that 
these. further expenditures can be readily 
financed. 


INCREASED PROFITS 


The consolidated profits for the year, 
before taxation, at £827,186 show an increase 
amounting to £181,542 over those of the pre- 
vious year. On the face of it, this is a sub- 
stantial increase, but it must be remembered 
that considerable capital sums have been 
expended in enlarging units and building 
new factories covering the whole range of 
your company’s activities. ‘ 

In reality, for example, concealed within 
this composite figure of profits is the fact that 
the sales prices of our important and grow- 
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ing production of gypsum plasters have not 
been increased since 194] snd now average 
only 23 per cent. above prewar. Similarly, 
the prices set for plaster board cannot. be 
regarded as satisfactory, and the prices of 
both these commodities have been the subject 
of negotiations with the Government Depart- 
ment concerned for some time past. 


DEPRECIATION ALLOWANCE 


One of several important points of prin- 
ciple involved in these negotiations is the 
question of deprecianon. The amount which 
has been allowed in the past has been the 
same as that allowed in arriving at the assess- 
ment for income tax—that is, a percentage of 
the reducing balance of the original cost of 
the asset. 


Wherever this applies to assets purchased 
with pounds at prewar values, it means that 
the funds being accumulated for the replace- 
meni of those assets can only amount to less 
than half the sums required, because of the 
fall in the purchasing power of the pound. 


INCIDENCE OF TAXATION 


Since income tax, at current high rates, is 
also being levied after allowing only these 
inadequate sums for future replacement, 
there is severe limitation on the company’s 
ability to make adequate provision for this 
purpose. . 


Even for those companies which are no 
longer price controlled, the incidence of 
heavy taxation, without due allowances for 
replacement, will inevitably drive industry as 
a whole into a most difficult position— 
increasingly so as time goes on—unless some 
concession can be made. 


So far as concerns the negotiations between 
your company and the department on sales 
prices, there 1s some reason to believe that 
this principle will be recognised. 


As you will have noted, income tax, 
together with the onerous profits tax, have 
absorbed the substantial and indeed dispro- 
portionate sum of * £505,617, so that the net 
profit remaining avsiiable as the result of the 
year’s trading at £321,569 is only some 
£20,644 above that of the previous year. 


THE NEEDS OF INDUSTRY 


So much good sense has already been con- 
veyed to the public upon the urgent need to 
relieve industry of such heavy burdens of 
taxation, that I will not add further remarks 
at this juncture, except to make one point, 
which is, I believe, not generally appreciated. 


The Government kave assumed many 
charges upon the national purse previcusly 
borne (and, incidentally, at far less cost) by 
industry and others, and these now swell the 
total charged for income-tax. It is surely 
most inequitable that these charges in the 
form of income-tax should be levied as an 
appropriation of profits, instead of remaining, 
as heretofore, a part of the normal business 
costs which are deducted before profit assess- 
able to tax is computed. 


The proposal to pay the same rate of divi- 
dend as that which has been maintained for 
many years past leaves us in the position to 
recommend the transfer to general reserve of 
£50,000 in comparison with nothing in the 
previous year. 


REDUCTION IN WORKING HOURS 


During the year our workers have been 
granted a reduction in. their basic working 
hours. Your management had not felt able 
to agree to such a proposal, in view of the 
vital need for all the pcuen possible, and 
this question was, efore, submitted by 
mutual agreement between the company and 


t unions a to the National 
Avbitrateon Tribunal, award supported 
the desire for a shorter working week, with- 


out loss of pay, but there was agreement that. 
in fact, the actual hours worked would not 


be reduced whilst maximum outputs are 
required thereby occasioning additional over- 
time payments. 


I have already intimated that our pro- 
ductions throughout have been substantially 
increased to the national benefit. It is 
apparent that the national exchequer has re- 
ceived very substantial additional contribu- 
tions from your group. In maintaining the 
dividend at the same rate and in view of the 
very substantially reduced purchasing power 
of the net dividends receivable, the stock- 
holders continue to bear the main brunt of 
events. 


FUTURE OF BUILDING INDUSTRY 


The immediate future of the building 
industry continues to be obscure. Such 
indications as have been given by the Govern- 
ment, as a result of centralised planning, are 
difficult to accept as sufficiently factual, 
particularly in view of the constant changes 
in forward plans which have been announced 
over the last two or three years. 


Your company is well equipped in person- 
nel and machinery to face whatever demands 
may be made upon it and, for the time being, 
sales remain at a relatively high level. 


THANKS TO PERSONNEL 


On your behalf, I thank the whole of the 
personnel for their efforts over the past year 
and for their continued keenness in pro- 
moting the interests of the group. In this 
connection | would specially mention the 
joint managing directors, Mr W. S. Trimble 
and Mr R. S. Jukes, whose successful work 
during such a difficult first year of office has 
fully justified the confidence placed in them. 


The revort and accounts were adopted ; a 
final dividend of 15 per cent., less tax, making 
25 per cent., less tax, for the year was 
approved, and the meeting concluded with a 
vote of thanks to the chairman, directors and 
staff. 


OHLSSON’S CAPE 
BREWERIES, LIMITED 


DIVIDEND 22! PER CENT. 


The fifty-ninth ordinary general meeting 
of Ohlsson’s Cape Breweries, Limited, was 
held, on the 28th ultimo, in London. 

Mr Geoffrey Dent, the chairman, in the 
course of his speech, said: The profit on 
trading and rentals of this company and its 
subsidiaries amounted to £750,788, which 
compares with £805,371 for the preceding 
year. During the first nine months of the 
trading period ended March 31, 1948, our 
sales were well maintained ; in fact, we ex- 
perienced the same difficulty as in previous 
years of meeting fully the demand for our 
products, but from Christmas, 1947, onwards 
there has been some falling off in sales due 
to the reduced spending power of the public. 

In consequence of this restriction of public 
spending our sales for January, February and 
March suffered an appreciable decline, and 
it is a matter for regret that this decline has 
continued up to the present tume.. Such 
temporary setbacks in trede are the natural 
corollary of present unsettled world con- 
ditions, and no country can remain wholly 
unaffected by them. I consider that, given 
stable conditions, the long-term prospects for 
expansion of trade in the Unicon are as good 
as those of any country in the world. 

As a result of the drop in sales our profits 
naturally show some decrease, amounting to 
£54,583. Whualst costs of ingredients and 
containers have képt reasonably stable during 
the past year, wages and cost of living aliow- 
ances have again increased. It is proposed to 
pay a final dividend of 17) per cent. on the 
ordinary shares, less tax, making 22! per cent. 
for the year. 

The report was adopted and the proposed 
increase im the authorised capital to 
£1,300,000 was approved. 
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ASSOCIATED ; 
PICTURE CORPORATION, 
LIMITED =. 


FACTORS AFFECTING RECEIPTS 


The twenty-first ordinary general meeting 
of the Associated Briush Picture Corporatia 
Limited, was held, on the 29th ultimo, jp 
London, Sir Philip Warter, the chairman 
presiding. 


The following is an extract from his state 
ment circulated with the report and accouny 
for the year to March 31, 1948. ding 


The trading profits and sundry incom 
of the group amount to £2,026,110, compareg 
with {3,076,783 for the previous year, Ip 
my review last year I anticipated a down. 
ward tendency in theatre receipts. The faj 
in net takings—that is, after entertainmey 
tax—as compared with the previous year way 
nearly £700,000, and this factor, coupled with 
the increase in expenses which I fore. 
shadowed mainly accounts for the substantial 
drop in trading profits. : 


The high rate of entertainments tax i§ 4 
serious adverse factor in present circum 
stances. The primary function of a 
corporation is to provide entertainment for 
the people by exhibition of films. The grow 
takings at the corporation’s chain of theatres 
during the year under review amounted p 
£18,842,321. Of this no less than (6,986,907, 
equivalent to 373 per cent., represents enter- 
tainment duty. In these days of en 
incomes and -increased costs of living, it i 


obvious that entertainments tax on its n 
basis is a serious deterrent to the ‘he 
gross revenue and consequently to s 

film production in this country, and if per 


sisted im at its present scale will defeat it 
own object. 


The benefit anticipated from the repeal af 
excess profits tax has to a certain extent bee 
offset by the doubling of the rates of prol 
tax. 


The corporation is continuing to give eveyy | 


assistance, financial and otherwise, t i 
dependent British producers in an endeavour 
to make available as many worthwhik 
British pictures as possible to meet the high 
we percentages fixed by the Board df 
rade. 


DIVIDEND 22} PER CENT. 


The net profits of the group applicablet | 


the corporation are approximately {44 

lower at £513,901. The distribution on th 
ordinary stock is 224 per cent. Reserves and 
undistributed profits of the corporation am 
its subsidiary companies are £683,812 hight 


at £4,480,915, which is more than double the 


amount of the issued ordinary stock. 


The first British quota percentages fixel 
under the Cinematograph Films Act, 1% 
are to be 45 per cent. for first feature films 
and 25 per cent. for supporting programms 
and these quotas become operative on October 
1, 1948. It is too early to say what 


these high percentages will have on the bus 


ness of the group. Theatre profits for 
first three months of the current yeat. 
slightly in exces» of the corresponding 
last year, but the feeling of uncertainty 
from the film quotas and other causes make’ 
impossible to give a reliable forecast form 








immediate future. sah 
As I see it, there is a serious danger that, 


in-an attempt to meet this new quota siti 
tion, British producers may be drivel 

sacrifice quality for quantity at 2 time’ 
British pictures are earning a >| 
deservedly high reputation with the pul 
Despite the practical difficulties the Comp 









tion. will do everything in its pas 0 Om 


form to the provisions of the 


in its usual -high standatd of ea 


tainment. eee’ 
The report was adopted. we 
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Statistical Summary 


GOVERNMENT RETURNS 


For the week ended July 31, 1948, total 
ordinary revenue was 482,267,000, against 
ordinary expenditure of £55,765,000 and 
issues to sinking funds nil. Thus, including 
dnking fund allocations of £3,603,493 the 
surplus accrued since April Ist is 219,018,488 
against (262,224,175 tor the corresponding 
eriod a year ago. 

ORDINARY AND SELF-BALANCING 

REVENUE AND EXPENDITURE 





| Receipts into the 
| Exchequer 
(¢ thousand) 
Esti = 1 of 
; April il} 

—> aattal c | y | Week | Week 
1948-49' to to ended , ended 
| | Auge July | Aug i july 
| | 31, oR, 

| 1947 | 1948 | 1947 | 1948 

ORDINARY : ; 

KEVENUI | 

Income Tax 1309150 275,744 293,708 23,160) 18,748 
Sur-tax ... 90,000 15,280; 20,750,. 480 800 
Estate, etc., Duties 160,000, 59,563! 64,500 3,700 3,500 
Stamps 55,000 15,050 20,035 1,780, 1,300 


Profits Tams... | 250,000 8,660, .31,510, 900 3,600 





CPT, oe. 67,977) 45,200 4,229 1,600 
Other Inland R 1,000 95 . ae ene 
SpecialContributn $6,000 “ue 2o 8 L 750 
RE iS RR 

Total Inland Rev. 1915150 442,569 483,958 34,169 30,298 
Customs... . $20,600 255,177) 269,453 12,052 12,320 
Excise .....- 726,550 196,417 246,100. 32,554 37,900 
Jotal Customs & 

Excise 1547150 451,594 515,553 44,606) 50,220 
Motor Duties. ....| 50,000 


7,891 7,334 676 375 
Surplus War Stores) 102,000 63,964) 20,766 las. 
Surplus Receipts) 


from Trading 57,000' 25,000 826) *"... 
P.O, (Net Rece pt , OO: a 80... 
Wireless Licences 11,000 2,640) 2730 500 510 
Crown Lands 1,000 410 360... 180 
Keceipts trom 

Sundry Loans 14,000; 12,382; 4,71) ...° | 


Miscell. Receipts... 68,000° 255,650 -22.772' “" 31) “684 
Total Ord. Rev... 3765300|1161980 1058991 80,197 82,267 
SeLPBaLaxcie | | | 
Post Oifice.... 150,200, 46,300 48,960 3,920 4,000 
Income Tax on i ; ; 
EP.T. Refunds 26,000 6,859, 2,743) 123). 139 


Total 3931500 1215139 1110694. 84,240; 86,406 


; Issues out of the Exchequer 
to meet payinents 
(/- thousand) 


Esti- | 
Expenditur | mate, | Agee | Age | Week | Week 
1948-49) to to ended} ended 
i Aug July | Aug. {| July 
2, ST ht 
oa ' 1947 1948 | 1947 | 1948 
ORDINARY a i : 
EXPENDITURE ' 4 i 
Int. & Man. of ' 
Nat. Debt 500,000 154,270 127,509) 21,786) 568 
Payments to N j 
ireland. . 26,000, 6,675 5,869 .. | 
Other Cons. Fund ' i ' 
Services . . 8,000 3,260, 3,161, . 120). ¢>, 44 
i rn am | ne ern mae tn fc aa 
Total ........... 534,000) 164,205! 136,539, 21,906 612 


Supply Services . . 2441679, 732,020! 699,830. 76,606, 55,153 


Total Ord. Expd.. 2976679 896,225 836,369 98,512) 55,765 
Sinking Funds...) .., =: 308 ia fn 


SeuBaraxciye 
Office... .... | 150,200, . 46,300) 48,960; 5,920. 4,000 


Income Tax on ' 

E.P.T. Refunds 16,000 6,859 2,743 . 123. 139 

T : "102585, 

I siscss +... SI41879 949,384! 891,675 102555 59,904 
ler increasing Exchequer balances by £7,962 to 

fh304,570, the other operations. for the week decreased. 
gross National Debt by £11,316,728 to £25,700 million. 


en ne ce = 








NET RECEIPTS (£ thousand) 
Cotton (Centralised Baying) Act. 1947. see. 21(3) . 131 
r6 : NET ISSUES (£ thousand) 
‘0. and Telegraph Acts, 1946 and 1948 


BE Pact acca in eras 
a Troe Coseeaes Act, 1939, see. 4(1).... 7 
(\lemporary J ati é 
ties comune lis ete 
Housing (Scotland) Act, 1944, sec. 4(2) and Housing 
nn Provisions) (Scotland) Act, 1946, 
ani crscegiereave stusannotiieriehts 715 
Local Authorities Loans Act,-1945, sec. 3(1)...... 4,100 
Overseas Resources. Development Act, 1948, 
Wart 4(1) Colonial Development. .......6..0608 4+ 50 
Damage : War Damage Commission........ 000 
Gvil Contingencies Fund .............. to Son 
Acts, 1946 and 1947, Post-war Credits.... 368 
id re 15,309 


CHANGES IN DEBT (¢ thousand) 
Ner Recerrs Net RerpayMENTS 
24%, Def, Bonds. . 3% | Treasury Bills .... 12,440 
Tax Reserve Certs. 10,964 Nat. Savings...... 1,300 
3%, Def. Bonds..., *2,041 
Other Debt :-— 





Internat... . «ne 33 
External ...... 102 
Ways & Means Ad- 
vances £....0%% 6,690 
11,290 | “22,606 
itn | seigcuseaiccal 


* Including £1,573,000 paid off on maturity. 


FLOATING DEBT 


(£ million) 


Waysand | 











Treasury Means i pon Total 
Date Bilts . Advances + -De- Float: 
Re eek ee Bank | posits ing 
Public | af by ~ Debt 
Tender| Tap | Depts | Eng- | Banks 
et | | Jand 
1947 { , a 
Aug. 2| 2180-0) 2470-4} 317-7] 2-5 | 1400-5 6371-0 
1948 ! 
Ape 17) 2160-0).2750-0) 24-4] ... | 1340-5 | 6574-9 
» 24°2170°01 2716-9, 322-5 ia 1349-5 6558-9 
May 1 2180-0} 2689-3 522-9 }s ... 1346-5 | 6538-7 
» 8 2200-0) 2643-2, 310-2} ... | 1346-5, 6499-9 
oe am 2210-0} 2643-5 3501-0 | 20-3. } 1326-5) 6501-3 
» 22) 2210-0) 2626-6: 297-8 | 14-8 | 1362*0/ 6511-1 
» 29 2210-0 | 2620-2) 303-3]... 1377-0 6510+5 
June 5 2210-0 | 2616-7; 283-2} 3-5. |1410-@ 6523-5 
» 22):2210-0) 2608-9); 281-7 1-0 1423-5 6525-2 
» 19, 2210-0) 2635 1} 274°0 | 11-3 | 1443-5) 6573-8 
» 30) 4817-3 B7I0°5 1) 40. 1468-0 | 6555-7 
July 10! 2210-0 | 2625-9! 282-3 | 1429-5 6547-7 
w 17) 2210-0) 2632-4) 296-5 | 12-8 | 1429-5) 6581-1 
| 2210-0 | 2632 8 2946) 13-3 1429-5 | 6580-1 
<a 2510-6} 008 3, 301-2 | | 1429-5 | 6561-0 
i i } 
TREASURY BILLS 
(£ million) 
Average | Per 


Amount 


Cent 
| > } 
Ret oT b yen t-. | Allotted 
Tender | Applied | 7 at 
Offered PPS Allotted — | Min. 
wey } = | Rate 
1947 | | * 
Aug... 1 | 160-0 | 287-9) 160-0 | 10 I-]1 39 
| i 
1948 | 
April 30 | 170-0} 287-9| 170-0] 10 1-34 45 
May 7 | 170-0 | 290-3] 170-0} 10 1-24 43 
» 14} 170-0} 290-7 | 1700} 10 1°36 45 
, 22} 170-0 | 294-5 | 170-0} 10° 1-26 43 
» 28 | 1700 }-278-6 | 170-0] 10 1-68 50 
June 4} 170-0 | 295-8 | 170-0.]..10 1-20 40 
» ll}{ 170-0 | 277-5 | 170-0} 10 1-70 49 
» 18 | 170-0 | 259-6 | 170-0} 10 1-89 57 
» 25 | 170-0 | 279-7} 170-0 | 10 1-65 48 
July 2 {| 170-0 | 286-8 | 170-0} 10 1-45 45 
| 170-0 | 276-5 | 170-0] 10 148 48 
,, 16] 170-0 | 279-7 | 170-0} 20 1-55 48 
yy) 2H 2100 } 994-3 | 170-0} 10 1-3E 43 
30 170-0 | 291-8 170-0' 10 1°34 | 42 


| On July 30th applications for bills to be paid on T uesday, 


Wednesdav, Thursday and Friday were actepted as to 
about 42 per cent of the amount applied for at £99 l?s.6d: 
and applications at higher prices were accepted in full: 
Applications for bills to be paid on Saturday were accepted 
at £99 17s. 6d. and above in ful. £170 million (maximum) 
of Treasury Bills are being offered for August 6th, « Por 
the week ended August 7th the Banks will not be asked 
for Treasury deposits. 


NATIONAL SAVINGS 
(£ thousand) 


\ Week Ended ‘irs 


| July 26,) July 24, July 24, 
‘ Ce 1947 1948 _ 1948 es 
Savings Certificates :— | j 








ects. see rans oke de | 2,750 2,100 | 38,400 

Repaymentsr sy ere... 2,450 4,000 , 44,800 

Net Savings..... abe eke eA 300 (Dr1,900 Dr6,400 
Defence Bonds :—~ 

ee. eee bvis 1,925 | 860 | 13,570 

Repayments .......++.-. 743 1,026 | -14,124 

Net Savings. .. cis sibs. 1,182 Dr 166 Dr 554 
P.O. and Trustee Savings i | 

Banks :-— | 
Receipts. ........ce00-5+ | 17,230 | 11,549 | 200,747 
Repayments .....+.+-..- | 14,916 | 15,986 204,667 





——— 


Net Savings. i«..ceeness- 2,314 Dr?,437 .Dr3,920 
Total Net Savings......... | 3,796 |Dr4,503 Dri 874 
Interest on certificates repaid 441 | 720 | 
Interest accrued on savings i 

remaining invested... ... }: 2,250 | __ 2,343 | 37,850 





7,970 . 


BANK OF ENGLAND 
RETURNS 
AUGUST 4, 1948 
ISSUE DEPARTMENT 


4 
Notes Issued:- Govt. Debt. ., 11,61 5,100 
In Cireulation,.1288,348,648 |} Other Govt. 
In Banke. De- Securities ... 1288,267,884 
partment .. 12,899,185 | Other Secs... . 707,135 
Coin fother 
than gold)... 9,881 
Amt. of Fid.——— — 
Issue ....... 1300,000,000 
Gold Coin and 
Bullion fat 
172s. 3d per 
oz. fine}... .. 247 B35 
1300,247,833 | 1300,247.833 
BANKING DEPARTMEN' 
4 { 
Capital ...... 14,553,000 | Govt. Secs... 405,199,291 
Rest. “ist “ee 5,823,229 | Other Sees. : 
Public Deps:— | Discounts and 
*Public Accis. 8,632,440 Advances... 10,555,592 
H.M. Treas. | Securities. ... 27 439,255 
Special Acet 33,402,510 | _- — 
42,034,950 37,994,847 
Other Deps. + F Notes... ...- - 11,899,285 
Bawhers..... G05j4 23,422 | Coit... 60.06 ‘ 862.369 


Othet Accts... 90,141,391 i 





455,975,692 455,975,692 
¢ Ine luding Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ thousand) 


j 1947 | 1948 


} Aug. July | July | Ang 
. £ 


{6 | 2429 | 6 
Issue Dept. :— { ' 
Notes im circulation. .... 11421 -7\1276 -5)1285-0 1288-3 
Notes in banking depart- | 
WUC s « bisa wide oe tes ; 28-5: 23-8) 252! 31-9 
Government debt and 
SOCUTH SEES: 11449- 3|1299-3/ 1299+ 2:1299-3 
Other securities. ........ | OF 0-7 0-8 0-7 
Gol @, . «nick p06 ah Vn es Q@-2 0-2 O22) (0-2 
Valued ai s. per fine og... | 172/3\ 172/3, 1723/2 172/3 
Banking Dept. -— ! 
Deposits :— 
Public Accounts ........ 18:2) 14-7 11-2} 8-6 
Treasury Special Account eee ven Rae 33°4 
ps OPE SF Pee ee 279-6) 307-0) 311-0; 305-4 
CINE. Sin cowie te qeesavis | 95°8 89°1) B9°4)~90-1 
FOtal . ci «Ci cedé sewn nes 393-6; 410-8 411-6) 437-5 
Securities -— ; ' 
GOVErAMERE. ..6.02ese0e 335-0! 366-9) 366-3 40542 
Discounts, ete,... 2... ¢- 19-0; 15-6 13-4 1056 
CUMS . Bh cd ods fies. he 21-1, 22-1) 34-Y 27*4 
Teta. .¢.47.. r OLS ee F 381-1, 404-6, 413-8 443-2 
Banking dept. res......2.4 3-9 24sSF 16-0) 12+8 
or » o o 
“ Proportion Lee. s...+.0. | qe "Sgt Sale 39 


* Goverminent debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from, £1,350. -milfion to £1,300 
million om March 4, 1948, 


“Tuer Economist’ INDEX OF WHOLESALE 





PRICES 
(1927 == 100) 

July 29, | July 13, | July 21, 
it ene o 8 ae ep 1908 |” 1948: 
Compal. + ¢ivege xs sers2 } 107-3 .. |. 130-5 | 120-2 
Other Foods 24... 2.0... i 138-7} 138-8 | «158-8 
Fenthese weve ew ncwe > 940-6...) 185:6 4) ..184-6* 
MENG 6 v3 enews sa 223-8 | 246-3 246-3 
Miscellaneous .......-.. } 148-1 | 157-8 | 357-7 


' 
eet ee - 
+ 146-0 | 163-4 163-1* 
Nis sci puis sat nd eke 
1913=100 ......-..---: | 200-9 | 224-8 | 224-4" 
* Provisional E 


GOLD AND SILVER 


The Bank of England's Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the week. 
Spot cash prices were as follows ;— 





SiLver } Goro 
Siinaltib ey htc inion staan penanigaiila BLS 
London New York, Bombay Bowbay 

1948 feet ounce per ounce per 100 tolas} per tola 








} 








ed, oe. Lt S | Ok / 
July 29..] 45 14 176 10 | 112 8 
set a. 95 7] 3 9 


» o1.. | Markets Closed 174 = 10 liz li 
Aug. 2.. 1 Closed | 174 175 (13 33° 3 
we oes 45 7 1% 4 112-12 
“a Sx 45 7 1% 2 11s. 4 
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@GGREGATE ASSET 


| 
at 3ist March, 1947 Es:ablithed over 80 rear. 

£87 034.03/ 

2 Cae 

NEW ZEALAND | 

Incorporated with limited liability in New Zealand 

7 —— i 

: GS 

; 

4 Representec a ove: 240 points 

in New Zealand and at Me!bourne 

Victoria ; Sydney, New South Wales 

. . Suva, “ii Apia, Samoa 

loncon Office = t ead Cffce: WELLINGTON. N.Z 

i 

| 













i, Queen Victoria St., .C.< 


O M Samuel Manager P L. Porter Generali Manager 


+ 
A COMPREHENSIVE 


Service for Exporters 


In addition to its offices throughout England and Wales, 
Lloyds Bank has branches in India, Pakistan and Burma 
and agents in all parts of the world. The Bank under- 
takes overseas business of every description and is fully 


equipped to provide :— 


Finance for all classes of foreign trade. 

Guidance on questions arising from Exchange Control. 
Comprehensive information on market conditions in all parts of 
the world. 

Names of potential buyers or agents in overseas countries. 





The manager of any branch will gladly put these special- 


ised services at your disposal. 
Le LLOYDS BANK 


es after yes suport iptengpts 1077 





nt 
Head Office : Branches throughout 


SCOTLAND 


EDINBURGH 
€sTO. 1628 


LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piccadilly Circus, S.W.1. 
Every description of Banking Service undertaken. 


UNITED NATIONS ECONOMIC COMMISSION IN EUROPE 


There is a number of posts to be filled in the Research and Planning 
Divisions of the Secretariat for Junior Economic Affairs Officers and 
Junior Statisticians. Salaries vary from U.S.$2,480 p.a. to U.S.$4,190 p.a. 
according to age and qualifications. All applicants must possess 
University degrees in Economics or Statistics, and suitable candidates 
will be required to submit to a written examination (in English or 
French) which will be held in September in London, Copenhagen 
and Geneva. 

Further details and application forms can he obtained from .the 
Chief of Personnel, European Office of the United Nations, Geneva, to 
whom final application to take part in the examination must be sub- 
united by Sosnqmnber. nd anne 





7 ERCHANDISE CONTROL. Excellent opening for a man or woman * 


to take charge of Footwear Merchandise Office. Applicant must 
have real figure ability and the qualifications necessary for settin oe 
buying programmes and applying modern control ‘systems for pure 
and stocks. Experience of footwear production or distribution a decided 
asset.—Full particulars of age, education, experience, salary earned and 
salary required to be given in writing to. Ref. PA. Daniel Neal and 
Sons, Ltd., Orchard Court, Portman Square, W.1. 


Printed in | Greet Britain by Sr. Ciements Press, Lip 
Ryder Street, St. James’s, London, S.W.l. 


a T 





acme London, W C.2. 
tative: R. S. Fariey, lll, Broadway, New York 





THE ECONOMIST, Acai 7 
SERVICE | 


Founded over a century ago, The Unea. 
Bank of Australia, at its th 
Australia and New Zealand, ‘otters se 
prehensive Banking Service covering every 
modern requirement. were 





Established This extensive organisation is placed at the» 
1837 disposal of visitors desirous of Snsacting a 
description of banking business. 

We invite you to discus; your travel one: “ 
banking problems with our specialised _ 
departments € 

Head Office : FTG 
71, CORNHILL, The 4g 


LONDON, E.C.3. 


UNION BANK 
rents QF AUSTRALIA - 


and New Zealant LIMITED 







oe 


EXPORT 


Special Departments of the Bank are 





ready to supply first hand information 
on Canada — industrial plant locations, 
trade opportunities, market data and 
records on current conditions. 


ENQUIRIES WELCOMED. 


THE CANADIAN BANK 
OF COMMERCE | 


: 
i 
(Incorporated in Canada ‘n 1867 with Limited Liabitity). sete | 


2, LOMBARD STREET, LONDON, E Ci 
Head Office : Toronto, Canada. 
























NATIONAL BANK OF EGYPT| 


“x 


: 

j 
| 

. | 


| 


Incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 


FULLY PAID CAPITAL - - 
RESERVE FUND - - =. 


Teaaien Office: 


6 & 7 King William Street, E.C 


Branches in all the Principal Towns in EGYPT and the 


REFUGE ASSURANCE COMPANY, wie 


Chief Office : OXFORD STREET, MANCHESTER, 1 
ANNUAL INCOME EXCEEDS 17,500,009 : 
CEED £102,000,009 


ASSETS EXC 
CLAIMS PAID EXCEED £189,000,000 


(1947 Accounts) 
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jy 17 ORKS MANAGER.—Trained Nalipineté: electrical, m 

foundry. Guarantees maximum output and reduced cost 
introduce new developménts and. modern methods of factory @ 
a ene and reorganised large and medium-size wo 


a 
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